M4^.   [yC^.  UC^JR^ 


*  UMASS/AMHERST  * 


31Z0bb    DEfla    3SM0    Q 


Report  of  the 

Special  Commission  on 


Uncompensated 


. •  ..  '   ..     _.    /  . 


February  3,  1997 

His  Excellency  the  Governor 

The  Clerk  of  the  House  of  Representatives 

The  Clerk  of  the  Senate 

The  State  House 

Boston,  MA  02133 

Dear  Governor  Weld  and  Messrs.  Clerks: 


In  accordance  with  the  provisions  of  Chapter  203  of  the  Acts  of  1996,  the  Special 
Commission  established  to  investigate  methods  for  achieving  a  long  term  solution  to  the  problem 
of  fair  and  equitable  allocation  of  the  burden  of  uncompensated  care  and  free  care  hereby  submits 
its  findings  and  recommendations. 


re 


Senator  Mark  C.  Mon 
fo-Chair 


>n^ny        ff 


Ojj&Mr 


Secretary  Charles  Baker 
Co-Chair 


Ronald  L.  Hollander 


£  A  J, 


epresentative  John  E.  McDo 
Co-Chair 


Robert  Hughes 


Richard  Lord 


Robert  Restuccia 


Digitized  by  the  Internet  Archive 

in  2013 


http://archive.org/details/reportofspecOOmass 


Report  of  the  Special  Commission  on  Uncompensated  Care 

1 .  EXECUTIVE  SUMMARY  i 

2.  INTRODUCTION  1 

3.  THE  UNCOMPENSATED  CARE  POOL  4 

A.  Origin 

B.  Changes  to  the  Pool 

C.  Mechanics  of  the  Pool  Calculation 

D.  Federal  Financial  Participation  (FFP) 

E.  ERISA 

F.  The  Current  Challenge 

4.  THE  CURRENT  ENVIRONMENT  IN  MASSACHUSETTS  10 

A.  The  Uninsured  Population 

B.  Profile  of  Uncompensated  Care  Pool  Recipients 

C.  Financial  Condition  of  the  Acute  Hospital  Industry 

D.  Financial  Condition  of  the  HMO  Industry 

5.  INITIATIVES  IMPACTING  FREE  CARE  39 

A.  Medicaid  Expansion  Programs 

B.  Supplemental  Medicaid  Payments  for  Certain  Municipal  Hospitals 

C.  Insurance  Reimbursement  Program 

D.  Management  of  the  Uncompensated  Care  Pool 

6.  PRINCIPLES  OF  REFORM  44 

7.  PROPOSAL  45 

8.  TEXT  OF  PROPOSED  LEGISLATION 

APPENDICES: 

A.  Uncompensated  Care  Pool  Data 

B.  Other  States  and  Uncompensated  Care 

C  Massachusetts  Uninsured  Population  Data 

D.  Federal  Poverty  Guidelines 

E.  1995  Study:  Massachusetts  Residents  without  Health  Insurance 

F.  Establishments  Offering  Insurance  and  Characteristics  of  Offered  Plans 

G.  Profile  of  Uncompensated  Care  Pool  Recipients  Data 
H.  Income  Levels  of  Uncompensated  Care  Recipients 

I.  Massachusetts  Acute  Care  Hospitals  Used  in  Analysis 

J.  Massachusetts  Acute  Hospital  Closures/Conversions:  1990-present 

K.  Massachusetts  HMOs  used  in  Analysis 

L.  Estimated  Demand  for  Hospital  Free  Care 

M.   Uncompensated  Care  Pool  A udit  Results 

N.  Sources  and  Uses  of  Funds 


Report  of  the  Special  Commission  on  Uncompensated  Care 

1.  Executive  Summary 

Chapter  203  of  the  Acts  of  1996  directed  the  Special  Commission  on  the  Uncompensated 
Care  Pool  to  "develop  a  suitable  plan  for  dealing  with  both  the  issues  of  fair  and  equitable 
assessment  to  pay  for  uncompensated  care,  and  the  fair  and  equitable  distribution  of  any 
assessment."  The  challenge  to  the  Commission  was  to  develop  this  plan  while  balancing 
the  interests  of  providers,  payers,  consumers,  employers,  and  the  Commonwealth. 

The  Uncompensated  Care  Pool  pays  for  free  care  services  provided  by  hospitals  and 
community  health  centers  to  low  income  uninsured  and  underinsured  individuals.  It  is 
currently  funded  through  $315  million  in  assessments  on  hospitals'  private  sector 
charges,  along  with  a  $15  million  contribution  from  the  Commonwealth.  Total  allowable 
hospital  free  care  costs  in  FY  1996  were  approximately  $460  million,  and  community 
health  center  free  care  costs  added  another  $15  million  leaving  a  shortfall  of  $145 
million.  In  addition,  hospitals  assert  that  they  are  unable  to  collect  the  full  amount  of  the 
Pool  assessment  from  private  sector  payers,  while  insurers  argue  that  their  contribution  to 
the  Pool  is  included  in  the  rates  they  pay  to  hospitals. 

The  Commission  consulted  with  interested  parties,  and  conducted  research  and  analysis 
to  inform  its  recommendations.  The  results  of  this  research  and  analysis  are  included  in 
this  report.  Some  of  the  Commission's  major  findings  are  as  follows. 

The  Uninsured  Population 

•  90,000,  or  2/3,  of  the  135,000  uninsured  children  in  the  Commonwealth  live  in 
families  with  incomes  below  200%  of  the  Federal  Poverty  Level  (FPL). 

•  325,000,  or  45%,  of  the  5 1 8,000  uninsured  adults  have  family  incomes  below  200% 
FPL,  and  of  these  126,000,  or  54%,  are  employed. 

Profile  of  Uncompensated  Care  Pool  Recipients 

•  While  women  are  the  predominant  users  of  hospital  services  overall,  men  use  the 
Uncompensated  Care  Pool  to  pay  for  inpatient  services  slightly  more  than  women. 

•  Young  adults  ages  1 8-44  are  the  most  common  users  of  the  Uncompensated  Care 
Pool. 


• 


72%  of  Pool  patients  treated  at  hospitals  that  serve  primarily  low  income  patients 
have  family  incomes  under  133%  of  the  Federal  Poverty  Level  (FPL).  5%  had 
incomes  between  133%  and  200%  FPL.  Income  data  was  unavailable  for  18%. 


•  77%  of  Pool  patients  treated  at  other  hospitals  had  incomes  below  133%  FPL,  8%  had 
incomes  133%  to  200%  FPL,  and  income  data  was  unavailable  for  4%. 

•  People  are  most  likely  to  use  the  Uncompensated  Care  Pool  to  pay  for  treatment  of 
heart  conditions  and  mental  health  disorders. 

•  As  is  common  in  any  patient  population,  a  small  portion  of  Pool  patients  uses  the 
largest  share  of  resources.  The  most  costly  10%  of  Pool  cases  account  for  43%  of 
Pool  expenses. 

Financial  Condition  of  the  Massachusetts  Acute  Hospital  Industry 

In  order  to  develop  policies  regarding  the  future  of  the  Uncompensated  Care  Pool,  it  is 
important  to  evaluate  the  extent  to  which  the  current  Pool  assessment  and  shortfall  may 
be  causing  acute  hospitals  financial  strain. 

•  The  hospital  industry  has  experienced  enormous  change  over  the  last  five  years 
including  increased  competition,  a  shift  in  care  from  inpatient  to  outpatient, 
constantly  improving  technology,  and  pressure  from  managed  care  organizations. 

•  Total  patient  days  and  occupancy  rates  declined  since  1990. 


• 


• 


Net  income  and  fund  balances  (equity)  rose  from  1990-1995,  but  Massachusetts 
hospitals  continue  to  be  less  profitable  than  hospitals  nationally. 

Hospitals'  long  term  debt  grew,  and  debt  exceeded  equity  during  the  entire  period 
from  1990-1995,  but  hospitals'  ability  to  meet  debt  obligations  remained  stable. 


Financial  Condition  of  the  Massachusetts  HMO  Industry 

In  considering  options  for  the  future  of  the  Uncompensated  Care  Pool,  including 
requiring  third  party  payers  to  contribute  directly  into  the  Pool,  it  is  useful  to  review  their 
financial  condition.  Financial  information  for  the  health  related  business  of  the 
commercial  insurers  operating  in  the  state  was  unavailable  at  the  time  of  publication,  so 
the  data  presented  here  relates  only  to  the  HMO  industry. 

•  43%  of  Massachusetts  residents  were  enrolled  in  an  HMO  in  1995  and  HMOs  made 
more  than  half  of  all  private  payments  to  hospitals. 

•  HMO  enrollment  has  increased  by  an  average  of  13%  per  year  for  the  last  five  years. 

•  This  enormous  growth  has  fueled  increases  in  expenses  and  revenues  of  over  20%  per 
year,  and  increases  in  net  worth  of  over  50%  per  year. 

•  Premium  rates  are  rising  more  slowly,  and  as  a  result,  margins  are  leaner. 


n 


Initiatives  Impacting  Free  Care 

There  are  a  number  of  initiatives  currently  under  development  or  consideration  that  are 
expected  to  reduce  the  need  for  free  care  at  hospitals  and  community  health  centers. 


• 


• 


The  Commonwealth  is  developing  a  number  of  new  programs  that  would  expand 
Medicaid  eligibility  to  low  income  families  with  children  and  to  unemployed  adults. 

The  Commonwealth  plans  to  access  new  federal  funds  through  an  intergovernmental 
funds  transfer  to  make  supplemental  payments  of  approximately  $70  million  to 
Boston  Medical  Center  and  The  Cambridge  Hospital  to  pay  for  free  care  provided  by 
these  facilities  and  their  affiliated  community  health  centers. 

The  Commission  recommends  that  the  Commonwealth  develop  a  program  to 
subsidize  the  cost  of  health  insurance  for  people  who  have  incomes  below  200%  FPL 
and  who  work  for  firms  with  50  or  fewer  workers;  the  employers  of  these  low  income 
workers  would  also  be  eligible  for  an  incentive  payment  if  they  contribute  at  least 
50%  of  the  cost  of  these  employees'  health  insurance. 

The  Commission  recommends  that  the  Commonwealth  implement  a  number  of 
reforms  in  order  to  manage  the  existing  resources  more  efficiently  and  effectively. 
These  measures  are  expected  to  stretch  the  Pool's  resources  so  that  the  same  funds 
could  provide  more  care  to  more  low  income  individuals. 

Recommendations 

A  summary  of  the  Commission's  recommendations  is  included  in  Section  7  of  this  report. 
The  text  of  the  proposed  legislation  is  included  in  Section  8. 
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2.  Introduction 

The  Special  Commission  on  Uncompensated  Care  was  established  by  Chapter  203  of  the  Acts  of 
1996,  "An  Act  Providing  for  Improved  Access  to  Health  Care,"  which  became  law  on  July  24, 
1996.  The  legislature  established  the  Commission  in  response  to  a  number  of  bills  filed  in  the 
spring  of  1996  that  would  have  amended  the  funding  and  functioning  of  the  Uncompensated 
Care  Pool.  The  legislature  directed  the  primary  interested  parties  to  work  together  to  review  the 
relevant  data  carefully  and  develop  a  proposal  that  would  meet  the  needs  of  all  parties.  This 
review  of  the  Pool  is  especially  important  in  light  of  the  many  new  programs  created  or 
authorized  by  C.203  to  improve  access  to  health  care  for  low  income  uninsured  and  underinsured 
residents  of  the  Commonwealth. 

The  language  establishing  the  Special  Commission  is  as  follows. 

There  is  hereby  established  a  special  commission  for  the  purpose  of  making  an 
investigation  relative  to  the  methods  for  achieving  a  long  term  solution  to  the 
overall  problem  of  the  fair  and  equitable  allocation  of  the  burden  of 
uncompensated  care  and  free  care  among  affected  participants  in  the  health  care 
delivery  system,  such  that  no  single  group  of  participants  bears  a  disproportionate 
burden  for  the  cost  of  uncompensated  care.  Said  commission  shall  consist  of  one 
member  of  the  senate,  one  member  of  the  house  of  representatives,  the  secretary 
of  administration  and  finance,  and  six  persons  to  be  appointed  by  the  governor, 
one  of  whom  shall  be  a  representative  from  the  Massachusetts  Hospital 
Association,  one  of  whom  shall  be  a  representative  of  health  maintenance 
organizations,  one  of  whom  shall  be  a  representative  from  the  Associated 
Industries  of  Massachusetts,  one  of  whom  shall  be  a  representative  from  Blue 
Cross  and  Blue  Shield  of  Massachusetts,  one  of  whom  shall  be  a  representative 
from  the  Massachusetts  League  of  Community  Health  Centers  and  one  of  whom 
shall  be  a  representative  from  Health  Care  for  All. 

Said  commission  shall  be  jointly  chaired  by  the  members  from  the  senate 
and  house  of  representatives  and  the  secretary  of  administration  and  finance.    The 
commission  shall  adopt  such  rules  and  establish  such  procedures  as  it  considers 
necessary  for  the  conduct  of  its  business.  The  commission  may  expend  such 
funds  as  may  be  appropriated  or  made  available  therefore.  No  action  of  the 
commission  shall  be  considered  official  unless  approved  by  a  majority  vote  of  the 
commission. 

The  commission  shall  have  the  following  responsibilities  and  duties: 

(a)  to  develop  a  suitable  plan  for  dealing  with  both  the  issues  of  fair 
and  equitable  assessment  to  pay  for  uncompensated  care,  and  the  fair  and 
equitable  distribution  of  any  assessment, 

(b)  to  include  in  said  plan  authorization  for  the  division  of  medical 
assistance  to  implement  a  program  of  employer  tax  credits  and  employee 
subsidies  to  encourage  the  purchase  of  group  health  insurance;  provided,  however, 


that  the  said  program  shall  be  financed,  in  part,  by  the  Uncompensated  Care  Trust 
Fund  or  other  new  sources  of  revenue,  and 

(c)        to  prepare  legislation  which  will  implement  the  plan. 

In  pursuing  its  responsibilities  and  duties,  the  commission  is  hereby 
authorized  and  directed  to  consult  with  parties  affected  by  said  commission's 
matter  of  study,  and  shall,  prior  to  voting  on  any  final  recommendations,  consult 
with  the  parties  affected  by  said  recommendations,  including,  but  not  limited  to, 
the  executive  office  of  health  and  human  services,  division  of  health  care  finance 
and  policy,  division  of  insurance,  division  of  medical  assistance,  Massachusetts 
Health  Care  Purchasers  Group,  Small  Business  Advisory  Board  established 
pursuant  to  section  twenty-two  of  chapter  one  hundred  and  eighteen  G  of  the 
General  Laws,  Massachusetts  Law  Reform  Institute,  Massachusetts  Council  of 
Community  Hospitals,  Life  Insurance  Association  of  Massachusetts,  and 
organizations  representing  Chambers  of  Commerce  throughout  the 
commonwealth.  The  Commission  shall  use  as  the  basis  for  the  development  of  its 
plan  quantifiable  data  as  it  relates  to  the  projected  impact  of  any  assessments, 
provider  taxes,  and  federal  financial  participation.  Said  data  shall  be  included  in 
the  commission's  final  report. 

In  designing  a  program  of  employer  tax  credits  and  employee  subsidies, 
the  commission  shall  consider  a  program  consistent  with  the  waiver  granted  the 
commonwealth  by  the  Health  Care  Finance  Administration  pursuant  to  section 
1 1 15  of  the  Social  Security  Act.  Said  program  may  include  refundable  tax  credits 
to  employers  who  pay  fifty  percent  or  more  of  the  cost  of  their  low  income 
employees'  medical  insurance  which  meets  minimum  qualifications  established 
by  law  or  regulation,  and  subsidies  to  those  employees. 

Said  commission  shall  file  its  final  report  including  the  proposed 
legislation  with  the  clerks  of  the  senate  and  the  house  of  representatives  and  with 
the  governor  on  or  before  December  thirty-first,  nineteen  hundred  and  ninety-six. 

The  members  of  the  Special  Commission  are  as  follows: 

Charles  Baker,  Secretary,  Administration  and  Finance  (Co-Chair) 

Senator  Mark  Montigny  (Co-Chair) 

Representative  John  McDonough  (Co-Chair) 

Joseph  Avellone,  MD,  Chief  Operating  Officer,  Blue  Cross  and  Blue  Shield 

(Peter  Meade,  Executive  Vice  President,  replaced  Dr.  Avellone  in  January) 
Ronald  Hollander,  President,  Massachusetts  Hospital  Association 
Robert  Hughes,  President,  Massachusetts  Association  of  HMOs 
James  Hunt,  Executive  Director,  Massachusetts  League  of  Community  Health  Centers 
Richard  Lord,  Vice  President,  Associated  Industries  of  Massachusetts 
Robert  Restuccia,  Executive  Director,  Health  Care  for  All 

The  Commission  held  nine  meetings  on  the  following  dates: 

September  24,  1996 
October  9,  1996 


October  24,  1996 
November  6,  1 996 
November  19,  1996 
December  3,  1996 
December  10,  1996 
January  13,  1997 
February  3,  1997 

The  Commission  also  held  a  public  hearing  on  October  30,  1996  in  order  to  consult  with  parties 
affected  by  the  Commission's  matter  of  study. 

This  report  includes  the  research  and  analysis  conducted  by  the  Commission,  as  well  as  the 
Commission's  recommendations.  The  report  first  describes  the  Uncompensated  Care  Pool, 
including  its  origin,  changes  to  the  structure  of  the  Pool  made  by  the  legislature  over  time, 
mechanics  of  the  Pool  calculation,  legal  constraints  on  the  Pool  mechanism,  and  the  current 
status  of  Pool  funding.  The  next  section  summarizes  results  of  the  Commission's  research  on 
other  areas  of  the  Massachusetts  health  care  environment  that  impact  uncompensated  care.  This 
information  includes  the  profile  of  the  uninsured  population  in  general  and  users  of  the 
Uncompensated  Care  Pool  in  particular.  The  Commission  also  reports  on  the  financial  condition 
of  the  hospital  and  HMO  industries  to  help  determine  the  best  funding  mechanism  for 
uncompensated  care.  The  report  then  describes  new  initiatives  that  would  impact  the  demand  for 
free  care,  including  expansions  to  the  Medicaid  program  and  options  for  managing  the  Pool  to 
improve  its  efficiency  and  effectiveness.  Finally,  the  report  presents  the  principles  of  reform,  a 
summary  of  the  proposal,  and  the  text  of  proposed  legislation  adopted  by  the  Commission. 


3.  The  Uncompensated  Care  Pool 

A.  Origin 

In  1985,  the  Massachusetts  Legislature  established  the  Uncompensated  Care  Pool  to 
more  equitably  distribute  the  financial  burden  of  free  care  and  bad  debt  (called 
"uncompensated  care")  provided  by  acute  hospitals  across  the  state.  Chapter  574  of  the 
Acts  of  1985  developed  this  funding  mechanism  to  assist  hospitals  and  their  affiliated 
community  health  centers  in  covering  the  cost  of  caring  for  the  uninsured,  and  to 
eliminate,  financial  disincentives  a  hospital  might  have  to  provide  such  care.  Prior  to 
1985,  hospitals  were  allowed  to  increase  their  charges  to  cover  the  cost  of 
uncompensated  care. 

Patients  are  eligible  for  full  free  care  if  their  family  income  is  less  than  200%  of  the 
Federal  Poverty  Level  (FPL)1.  Partial  free  care  (subsidized  care)  is  available  to  those 
patients  with  incomes  between  200%  and  400%  FPL.  In  addition,  patients  with  any 
income  level  may  be  eligible  for  assistance  from  the  Pool  because  of  extreme  "medical 
hardship,"  that  is,  their  medical  bills  are  so  high  they  could  not  possibly  pay  them. 

Funding  for  the  Pool  initially  came  from  a  uniform  surcharge  included  in  all  private 
payer  bills.  The  surcharge  was  set  by  estimating  the  total  amount  needed  to  fund 
uncompensated  care  in  the  upcoming  year.  Hospitals  would  pass  the  surcharge  on  to 
private  payers,  who  would  incorporate  the  charge  into  their  premiums,  thus  distributing 
the  societal  cost  of  providing  uncompensated  care  broadly  and  equitably.  If  the  total 
surcharge  collected  by  a  hospital  exceeded  the  amount  of  free  care  and  bad  debt  that 
particular  hospital  incurred,  the  excess  revenue  went  into  the  Pool.  If  the  total  surcharge 
collected  by  a  hospital  failed  to  cover  its  total  uncompensated  care  costs,  the  Pool  would 
reimburse  that  hospital  for  those  additional  costs. 

Those  hospitals  paying  into  the  Pool  are  "Net  Payers;"  those  receiving  from  the  Pool  are 
"Net  Receivers."  The  following  chart  tracks  the  shift  in  numbers  of  Net  Receivers  and 
Net  Payers  between  1991  and  1996. 


Year          Number  of  Net       Number  of  Net      Total  Number  i 
Receivers                 Payers             of  Hospitals 

i        1991                         29                               64                            93              | 

1992  35                              57                            92 

1993  26                               63                            89 

1994  20                               67                             87 

1995  22                               61                             83 

1996  15                             69                          .  84  ;-^V'3 

Figure  1.  The  number  of  net  receivers  in  the  Pool  has  declined  since  1992. 


See  Appendix  D  for  FY  1996  Federal  Poverty  Guidelines. 


B.  Changes  to  the  Pool 

The  Pool  was  revisited  as  part  of  the  Universal  Health  Care  statute,  Chapter  23  of  the 
Acts  of  1988.  While  many  of  the  essential  components  of  the  Pool  were  maintained,  one 
significant  change  occurred.  Between  1985  and  1987,  there  was  no  limit  to  the  amount 
that  could  be  assessed  through  the  private  sector  charges.  In  Chapter  23,  the  Legislature 
set  a  limit  on  private  sector  liability,  which  in  FY  1988  was  capped  at  $325  million.  An 
annual  two  percent  reduction  in  the  cap  through  FY  1990  brought  the  private  sector 
liability  to  $315  million,  where  it  has  remained  every  year  except  1992. 

Chapter  23  also  made  the  Commonwealth  liable  for  a  portion  of  any  shortfall,  subject  to 
the  appropriations  process.  The  amount  contributed  by  the  state  has  varied,  with  the 
amount  set  at  $15  million  since  FY  1993. 

Since  the  advent  of  the  cap,  the  surcharge  as  a  percent  of  total  Private  Sector  Charges 
has  gradually  decreased  from  over  12%  in  FY  1987  to  approximately  6.25%  of  total 
Private  Sector  Charges  in  FY  1996.  The  following  chart  shows  the  sources  and  total 
Pool  funding  since  1986. 


POOL  FUNDING 
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Figure  2.  Since  1 993,  the  Pool  has  been  level  funded  at  $330  million,  including  a  $15  million 
contribution  from  the  commonwealth. 


Chapter  495  of  the  Acts  of  1991  brought  significant  changes  to  the  Pool.  The  act 
deregulated  acute  care  hospital  charges  and  allowed  hospitals  to  contract  with  all  payers. 
A  new  provision  restricted  Pool  reimbursement  to  free  care  and  to  bad  debts  generated 
from  emergency  services  provided  to  uninsured  patients.  Losses  associated  with  bad 
debts  for  insured  individuals  and  non-emergency  services  for  uninsured  individuals  not 
eligible  for  free  care  would  be  absorbed  by  the  hospitals  that  incurred  them. 


Chapter  495  also  repealed  the  provision  calling  on  the  state  to  cover  a  portion  of  any 
shortfall.  Chapter  495  authorized  an  explicit  surcharge  on  hospital  bills  but,  a  year  later, 
Chapter  289  of  the  Acts  of  1992  repealed  this  authorization.  The  Pool  contributions 
were  recast  as  "hospital  assessments,"  for  which  hospitals  were  liable;  and  hospitals 
were  expected  to  pass  on  the  cost  of  these  assessments  through  their  negotiating  process 
with  payers.  Lastly,  Chapter  495  made  free-standing  community  health  centers  eligible 
for  payments  from  the  Pool. 


C.  Mechanics  of  the  Pool  Calculation 

Hospitals  pay  into  the  Pool  based  on  their  share  of  total  private  sector  revenue  among  all 
hospitals.  Private  sector  revenue  excludes  Medicare  and  Medicaid  revenue,  revenue 
from  other  government  agencies,  free  care,  and  bad  debt.  For  example,  a  hospital  that 
received  10%  of  all  private  sector  revenue  in  the  Commonwealth  in  a  year  would  pay 
$31.5  million  to  the  Pool,  10%  of  the  $315  million  cap.  Hospitals  receive 
reimbursement  from  the  Pool  based  on  their  cost  incurred  by  providing  free  care 
services.  The  Division  of  Health  Care  Finance  and  Policy  calculates  a  ratio  of 
reasonable  costs  to  charges  for  each  hospital  to  enable  it  to  reimburse  hospitals  for  only 
the  reasonable  cost  of  free  care  services  provided.  The  Division  applies  efficiency 
standards  to  most  hospitals'  costs  in  order  to  determine  their  reasonable  costs;  public 
service  hospitals,  sole  community  providers  and  specialty  hospitals  are  exempt  from 
these  standards.  The  following  chart  shows  the  distribution  of  hospital  costs  for 
provision  of  free  care  services  by  category  for  Fiscal  Year  1996. 
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Total  statewide  free  care  costs  have  exceeded  the  available  funds  for  most  years  since 
the  Pool  was  capped,  resulting  in  a  shortfall.  Therefore,  each  hospital's  payment  is 
reduced  by  the  hospital's  share  of  the  shortfall.  The  shortfall  is  uniformly  distributed 
based  on  total  patient  care  costs,  including  the  cost  of  caring  for  Medicare  and  Medicaid 
patients.  Thus  larger  hospitals  are  responsible  for  a  greater  share  of  the  shortfall  than 
smaller  facilities.  The  net  result  is  that  a  hospital's  proportional  reimbursement  of  its 
free  care  costs  grows  with  the  amount  of  free  care  it  provides. 

This  method  for  allocating  the  shortfall  is  intended  to  distribute  the  financial  burden  of 
free  care  in  a  way  that  does  not  competitively  disadvantage  hospitals  providing  a  large 
amount  of  free  care.  Chapter  495  instituted  this  "Greater  Proportional  Requirement" 
method  which  states  that  "hospitals  with  the  greatest  proportional  requirement  for  Pool 
income  shall  receive  a  greater  proportional  payment  from  the  Pool."  The  effect  of  this 
method  is  illustrated  by  the  following  chart  which  shows  two  hospitals  of  equal  overall 
size  providing  different  levels  of  free  care,  therefore  receiving  different  levels  of 
reimbursement  from  the  Pool.  Both  facilities,  however,  are  responsible  for  the  same 
amount  of  the  shortfall.  Because  Hospital  A  provides  more  free  care,  its  reimbursement 
proportion  is  much  higher  than  Hospital  B's. 
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Figure  ^.Hospitals  which  provide  larger  amounts  of  free  care  receive  greater  proportional  payments 
from  the  Uncompensated  Care  Pool. 


One  major  problem  with  the  system  for  determining  payments  to  and  from  the  Pool  is 
that  it  is  difficult  and  time  consuming  to  determine  the  exact  final  amounts  owed  to  and 
from  the  Pool.  There  is  currently  a  six  year  backlog  in  determining  final  retrospective 

settlements. 

D.  Federal  Financial  Participation  (FFP) 


The  Pool  currently  generates  about  $157  million  annually  in  federal  financial 
participation  (FFP).  These  payments  are  available  through  a  50  percent  match  on  the 
$314  million  in  Pool  payments  to  hospitals  (the  remaining  $1  million  is  used  for 


administration  expenses  &  reserves).  Pool  payments  are  eligible  for  this  match  because 
they  are  funded  by  federally  permissible  provider  taxes  and  they  qualify  as  Medicaid 
reimbursable  payments  to  hospitals  that  treat  a  disproportionate  share  of  low  income 
patients.  Payments  to  community  health  centers  do  not  qualify  for  these 
disproportionate  share  hospital  (DSH)  matching  payments.  FFP  received  by  the 
Commonwealth  based  on  Pool  expenditures  is  deposited  in  the  General  Fund.  The 
Commonwealth  then  makes  a  $15  million  annual  appropriation  to  the  Pool. 

In  order  to  retain  the  current  level  of  federal  matching  funds  generated  by  the  Pool,  the 
Commission's  proposed  mechanisms  for  Pool  financing  and  reimbursement  of  hospital 
uncompensated  care  must  adhere  to  both  federal  DSH  laws  and  permissible  provider  tax 
laws.  Pool  payments  qualify  as  legitimate  Medicaid  payments  to  disproportionate  share 
hospitals  because  they  reimburse  legitimate  free  care  to  low  income  patients.  Pool 
assessments  qualify  as  a  legitimate  funding  source  by  meeting  the  federal  definition  of  a 
permissible  provider  tax;  that  is,  the  assessments  must  be  broad-based,  bona  fide  and 
uniform. 

•  Broad-based  means  a  tax  "imposed  on  at  least  all  health  care  items  or 
services  in  the  class  or  providers  of  such  items  or  services". 

•  Bona  fide  means  generally  re-distributive,  not  a  hold-harmless  tax. 
Generally,  if  the  rate  of  assessment  is  6%  or  more,  the  tax  is  considered  hold- 
harmless  if  at  least  75%  of  providers  get  back  at  least  75%  of  their  payments. 

•  Uniform  means  that  the  tax  must  be  applied  uniformly  to  all  providers  in  a 
class. 

Proposals  to  modify  the  Pool  funding  mechanism  must  meet  these  criteria  in  order  to 
maintain  federal  matching  funds.  (See  42  CFR  Part  433.) 

E.  ERISA 

Another  consideration  in  developing  a  new  funding  mechanism  for  the  Pool  is  the 
Employee  Retirement  Income  and  Security  Act  (ERISA)  of  1974.  This  federal  law 
preempts  states  from  enacting  legislation  that  affects  employer  health  plans  that  choose 
to  self-insure.  Approximately  half  of  Massachusetts  workers  are  covered  by  self-insured 
plans.  When  health  plans  in  New  York  used  ERISA  to  challenge  a  state  law  requiring 
hospitals  to  collect  surcharges  from  them,  the  U.S.  Supreme  Court  ruled  that  the 
economic  impact  of  the  surcharge  on  ERISA  plans  was  indirect  and  "not  substantial 
enough  to  trigger  preemption"  (New  York  State  Conference  of  Blue  Cross  &  Blue  Shield 
Plans  v.  Travelers  Insurance  Company,  115  St.C  1671  (1995)).  However,  concerns 
remain  that  these  surcharges  could  be  preempted  by  ERISA  through  evolving  judicial 
interpretation.  Proposals  to  broaden  the  Pool  must  consider  such  relevant  case  law. 

F.  The  Current  Challenge 

Almost  since  its  inception,  the  demand  for  uncompensated  care  reimbursement  has 
grown,  while  Pool  funding  has  remained  relatively  constant.  As  the  dynamics  of  the 
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health  care  industry  have  changed,  there  has  been  a  corresponding  effect  on  funding  of 
the  Pool.  The  following  chart  represents  a  projection  of  the  growth  in  the 
Uncompensated  Care  Pool  shortfall  if  nothing  is  changed  in  terms  of  Pool  policy  or 
programs  for  the  uninsured. 
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Figure  5.  The  shortfall  amount  is  expected  to  increase  over  the  next  few  years. 


Amounts  used  in  the  projection  above  have  not  been  adjusted  for  final  cost-to- 
charge  ratios  or  final  audit  amounts.  The  projection  also  does  not  account  for 
decreased  demand  due  to  implementation  of  Medicaid  expansions  authorized  in 
Chapter  203. 

The  competitive  market  ushered  in  by  hospital  deregulation  under  Chapter  495  has  made 
the  questions  of  Pool  funding  more  complex.  Private  sector  liability  to  the  Pool  remains 
capped,  and  many  payers  now  negotiate  payment  arrangements  with  hospitals  that  are 
not  based  on  their  charges.  Hospitals  contend  that,  in  this  environment,  they  are  less 
able  to  collect  the  surcharge  from  insurers  and  are  forced  to  absorb  this  loss.  Insurers 
argue  that  their  contributions  to  the  Pool  are  incorporated  in  the  rates  they  pay  to  the 
hospitals,  since  these  rates  reflect  hospitals'  underlying  operating  expenses.  Insurers  and 
others  have  argued  that  the  Pool  should  be  diminished,  or  even  abolished,  and  replaced 
with  programs  that  provide  health  insurance  coverage  to  low  income  people. 

Determining  the  future  of  the  Uncompensated  Care  Pool  requires  balancing  the  interests 
of  diverse  parties  and  incorporating  those  views  into  a  workable  consensus,  while 
meeting  the  requirements  for  federal  financial  participation  (FFP)  and  exemption  from 
ERISA  preemption. 


4.  The  Current  Environment  in  Massachusetts 

A.  The  Uninsured  Population 

In  order  to  understand  the  need  for  uncompensated  care,  it  is  essential  to  identity  and 
describe  the  uninsured  population  as  a  whole.  Some  of  these  uninsured  people  are  unable 
to  pay  for  their  own  health  care  and  currently  receive  free  care  in  hospitals  and 
community  health  centers  paid  for  by  the  Uncompensated  Care  Pool;  these  Pool 
recipients  are  further  described  in  the  next  section. 

From  the  late  1980s  to  the  mid-1990s,  the  total  number  of  Massachusetts  residents 
lacking  health  insurance  grew  steadily,  according  to  Current  Population  Survey  data 
collected  by  the  U.S.  Census  Bureau.2  Key  findings  from  the  1993-1994  CPS  data 
include  the  following. 

•     Children:    The  majority  of  children  lacking  health  insurance  coverage  are  poor  or 
near  poor,  with  90,000  of  135,000  uninsured  children  living  in  families  with  incomes 
of  200  percent  of  the  federal  poverty  level  (FPL)  or  less.  57,000  uninsured  children 
live  in  families  with  incomes  of  133%  FPL  or  less.4 


• 


Adults:       The  majority  of  adults  under  age  65  lacking  health  insurance  are 
employed,  with  325,000  of  518,000  uninsured  adults  in  the  work  force.  Of  the 
234,000  uninsured  adults  with  family  incomes  of  200  percent  of  FPL  or  less,  126,000, 
or  54  percent,  are  employed. 

In  order  to  gain  a  more  insightful  understanding  of  the  Massachusetts  uninsured 
population,  the  commission  also  relied  on  data  produced  by  a  1995  survey  of 
Massachusetts  residents  performed  by  the  Harvard  School  of  Public  Health.5  The  Harvard 
study  provides  clues  about  the  employment  status  of  the  uninsured,  the  reasons 
individuals  and  families  lack  health  insurance,  and  the  health  status  of  the  uninsured. 
Key  findings  from  the  1995  Harvard  survey  include  the  following. 


2  More  recent  data  from  1996  suggest  the  overall  number  of  uninsured  residents  may  be  leveling  off  or 
actually  declining;  data  from  1995  indicate  that  this  may  also  apply  to  low  income  residents.  However, 
these  results  are  not  comparable  to  previous  data  because  of  changes  in  survey  design  and  sample  size,  nor 
are  they  statistically  significant.  If  these  results,  despite  these  caveats,  indicate  a  stabilization  of  the  ten 
year  decline  in  insurance  coverage,  it  is  not  known  whether  this  is  a  temporary  result  or  a  true  reversal  of  a 
long  term  trend.  In  evaluating  the  uninsured  population  and  the  related  demand  for  hospital 
uncompensated  care,  the  commission  relied  primarily  on  a  two-year  merged  data  set  of  CPS  estimates  for 
1993  and  1994.  Due  to  the  relatively  large  survey  sample  provided  in  the  two-year  merge,  the  1993-1994 
data  provides  a  reliable  estimate  of  the  distribution  of  Massachusetts  residents  according  to  age,  income 
and  health  insurance  status. 

3  This  data  is  included  in  detail  in  Appendix  C. 

4  The  1996  Federal  Poverty  Level  is  included  in  Appendix  D. 

A  summary  of  findings  from  this  study  are  included  in  Appendix  E.  Note  that  this  study  seriously  under- 
counted  the  number  of  individuals  covered  by  Medicaid,  and  as  a  result  it  may  have  over-estimated  the 
number  of  uninsured. 
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Employment  and  Insurance:  The  majority  of  workers  lacking  health  insurance  work 
for  firms  with  50  or  fewer  workers,  with  190,000  of  333,000  uninsured  workers 
employed  by  these  small  businesses.  Furthermore,  among  uninsured  workers  who  do 
have  access  to  employer-sponsored  coverage,  30%  are  uninsured  primarily  because 
they  cannot  afford  to  pay  their  share  of  a  group  health  insurance  premium. 

Health  Status:  Approximately  16  percent  of  the  state's  uninsured  population,  or 
109,000  individuals,  report  their  health  status  as  "fair  or  poor".  About  10  percent  of 
the  uninsured,  or  68,000  people,  report  having  a  disability,  handicap  or  chronic 
disease  which  limits  them  from  participating  fully  in  school,  work,  housework  or 
other  activities. 

Utilization:  Of  2.2  million  households  in  Massachusetts,  22  percent,  or  485,000 
households,  reported  having  an  uninsured  household  member  who  received  hospital 
outpatient  services  for  free  or  at  a  reduced  charge  at  some  point  during  the  previous 
year.  One  in  five  households,  or  441,000,  reported  having  an  uninsured  household 
member  who  received  hospital  emergency  room  services  for  free  or  at  a  reduced 
charge  at  some  point  during  the  previous  year.  Six  percent  of  households,  or  132,000, 
reported  having  an  uninsured  household  member  for  whom  an  overnight  stay  in  a 
hospital  was  provided  free  or  at  a  reduced  charge. 

Duration  of  Uninsured  Status:  79%  of  the  uninsured  lacked  coverage  for  more  than 
one  year.  40%  had  been  insured  previously  through  an  employer,  and  19%  had  been 
insured  previously  through  Medicaid  or  another  state  program. 

•     Awareness  of  Pool:  17%  of  the  uninsured  report  being  aware  of  the  Uncompensated 
Care  Pool  by  name.  However,  many  of  the  remaining  respondents  may  have  known 
that  they  could  receive  hospital  care  for  free  or  at  a  reduced  price  without  knowing  the 
name  of  the  program. 

This  information  about  the  uninsured  population  in  Massachusetts  was  used  to  develop 
plans  for  expanded  Medicaid  programs  (see  section  5.  Initiatives  Impacting  Free  Care). 
These  data  are  also  important  in  understanding  the  people  who  rely  on  the 
Uncompensated  Care  Pool  in  order  to  ensure  that  the  Pool  will  continue  to  meet  their 
needs. 


• 
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B.  Profile  of  Uncompensated  Care  Recipients 

An  analysis  of  demographics,  utilization  patterns,  and  income  levels  of  Uncompensated  Care  Pool  patients 
provides  insight  into  other  options  for  managing  the  rising  costs  of  the  uninsured.6  The  patient  profile  of 
the  Uncompensated  Care  Pool  differs  from  the  profile  of  other  patient  populations.  By  understanding  the 
special  needs  of  the  low-income  uninsured,  we  can  make  informed  policy  decisions  about  the  most 
appropriate  and  cost  effective  way  to  provide  health  care  coverage  for  these  patients. 

The  most  complete  data  available  on  Uncompensated  Care  Pool  utilization  contain  inpatient  data  only7. 
While  inpatient  services  represent  the  majority  of  Pool  costs,  trends  indicate  that  the  share  of  outpatient 
costs  is  increasing.  The  data  used  in  the  following  analysis  are  not,  therefore,  representative  of  all  the 
costs  borne  by  the  Uncompensated  Care  Pool. 

(1)  Inpatient  demographics 

Gender.  In  fiscal  year  1995,  approximately  53%  of  the  charges  written  off  to  the  Uncompensated  Care 
Pool  were  for  inpatient  services.  Slightly  more  than  half  of  the  patients  who  received  inpatient  services  are 
men.  This  differs  from  other  payers,  where  women  are  the  predominant  group.  Pool  recipients  probably 
include  more  men  because  low-income  mothers  are  generally  covered  by  the  Medicaid  program. 


Gender  By  Payer 
Percent  of  Total  Charges 
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Figure  6.  While  women  are  the  predominant  users  of  hospital  services  overall,  men  use  the 
Uncompensated  Care  Pool  slightly  more  than  women. 


6  The  data  presented  here  are  included  in  Appendix  G. 

7  Data  sources:  The  Department  of  Medical  Security  contracted  with  John  Hancock  Financial  Services  to  collect  data  and  provide 
utilization  review.  John  Hancock  collected  discharge  data  from  hospitals  for  Pool  claims  between  October  1,  1993  and  December  31, 

1 995.  The  Division  of  Health  Care  Finance  and  Policy  (DHCFP)  combined  the  data  collected  by  John  Hancock  with  the  DHCFP  Merged 
Billing  and  Discharge  database.  This  provided  a  comprehensive  database  that  contains  the  inpatient  billing  records  for  patients  in  the 
Uncompensated  Care  Pool.  The  data  was  then  compared  to  all  inpatient  records  for  other  payers  for  the  same  time  frame.  The  data 
submitted  to  John  Hancock  may  not  be  representative  of  all  inpatient  utilization  in  this  time  period. 
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Age.  Young  adults,  those  from  25  years  to  34  years  old,  comprise  approximately  23%  of  inpatient  Pool 
cases.  Patients  from  45  years  to  64  years  old  account  for  another  22%.  In  contrast,  the  largest  group 
overall  is  the  elderly,  who  are  typically  covered  by  Medicare.  Children  are  the  largest  group  in  the 
Medicaid  population. 
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Age  Group  By  Payer 
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Figure  7.  People  between  the  ages  of  25  and  34  years  old  are  the  most  common  users  of  the 
Uncompensated  Care  Pool. 
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Diagnoses.  Because  the  demographic  profile  of  Pool  recipients  is  different  from  that  of  other  payers,  the 
types  of  illnesses  these  patient  are  treated  for  are  also  different.  Circulatory  system  diseases  represent  the 
highest  percentage  of  medical  charges  for  all  payers,  including  the  Pool.  Mental  diseases  and  disorders 
account  for  the  next  largest  share  of  inpatient  charges  in  the  Uncompensated  Care  Pool,  but  these 
conditions  are  much  less  common  for  other  payers. 


Inpatient  Major  Diagnostic  Category  by  Payer 
Percent  of  Total  Charges 
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Mental  diseases  &  disorders 
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Respiratory  system 
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Digestive  system 
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Musculoskelatal  system  &  connective  tissue 

8.4% 
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6 

Nervous  system 

6.1% 
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7 

Hepatobiliary  system  &  pancreas 

5.3% 

4.2% 
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8 

Pregnancy,  childbirth  &  the  puerperium 

4.6% 

11.2% 

4.8% 

9 

Alcohol/drug  use  related  mental  disorders 

3.9% 

1.7% 

0.9% 

10 

Skin,  subcutaneous  tissue  &  breast 

3.1% 

1.8% 

2.2% 

Figures.  People  are  most  likely  to  use  the  Uncompensated  Care  Pool  to  pay  for  treatment 
of  heart  conditions  and  mental  health  disorders. 
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Mental  Health/Substance  Abuse.  Although  mental  health  and  substance  abuse  charges  are  more  common 
in  the  Pool,  there  is  a  slight  difference  in  the  lengths  of  stay  for  these  cases  when  compared  to  other 
payers.  Pool  patients  are  discharged  earlier  than  patients  enrolled  in  other  health  plans. 
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Figure  9.  Uncompensated  care  patients  with  mental  health  disorders  are  in  the  hospital  for 
slightly  less  time  than  patients  covered  by  other  insurers. 
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Casemix.  The  data  suggest  that  patients  who  use  the  Uncompensated  Care  Pool  have,  on  average,  more 
resource  intensive  illnesses  than  the  insured  population,  with  the  exception  of  Medicare  patients. 
Differences  in  casemix  between  the  free  care  population  and  other  populations  may  be  due  to 
demographic,  behavioral  and  socio-economic  differences  between  these  populations.  For  instance, 
substance  abuse  and  mental  illness  appear  to  be  more  prevalent  in  the  free  care  population.  Some 
difference  may  also  be  attributable  to  the  emphasis  on  primary  care  in  Medicaid  and  managed  care. 

As  indicated  in  the  following  graph,  patients  in  non-managed  care  plans  and  uncompensated  care  patients 
have  similar  casemix,  while  Medicaid  and  managed  care  populations  have  lower  casemix.  In  addition,  the 
Medicaid  population  is  typically  younger  than  those  served  by  the  Pool,  and  therefore  would  be  expected 
to  have  a  lower  casemix.  The  Medicare  population  has  by  far  the  highest  casemix  because  Medicare 
patients  are  older  and  generally  sicker  than  the  population  under  age  65. 

The  casemix  index  for  a  given  provider  represents  the  amount  of  resources  required  to  treat  a  given 
patient  population.  A  casemix  index  of  1.00  implies  that  a  given  case  used  an  average  amount  of 
resources.  A  casemix  index  of  2.00  implies  that  a  given  case  used  double  the  resources. 
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Figure  10   Pool  patients  use  more  resources  on  average  than  Medicaid  and  managed 
care  patients. 


Source  of  Inpatient  Admissions.  The  following  graph  indicates  that  uncompensated  care  patients,  like 
most  patients,  are  most  frequently  admitted  to  the  hospital  for  emergent  care  cases.  These  are  cases  in 
which  the  absence  of  immediate  medical  attention  is  likely  to  place  the  patient's  health  in  jeopardy, 
resulting  in  the  serious  impairment  of  bodily  functions  or  dysfunction  of  any  bodily  organ  or  part.  There 


Casemix  indices  were  calculated  using  the  All  Patient  Grouper,  version  12  created  by  3M  software  and  New  York  weights. 
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are  fewer  scheduled  admissions  of  Pool  patients  overall,  suggesting  that  uninsured  patients  may  wait  until 
they  are  more  severely  ill  before  seeking  medical  care.  There  are  similar  rates  of  emergent  visits  among 
Pool,  Medicaid,  and  all  payers. 


Inpatient  Admissions 

Excluding  Obstetrics  &  Newborns 


UC  Pool 
Medicaid 


All  Payers 


60% 


Emergent 


Urgent 


Scheduled 


Source:  DHCFP  Casemix/John  Hancock  data 


Figure  1 L  Pool  patients  have  fewer  scheduled  admissions  than  other  patients,  but  slightly  more  than 
Medicaid  patients. 
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Lengths  of  Stay.  Pool  patients  often  stay  in  the  hospital  longer  than  other  patients.  This  difference  is 
related  to  the  high  concentration  of  mental  health  and  substance  abuse  patients  in  the  Uncompensated  Care 
Pool  and  Pool  patients'  higher  acuity.  In  addition,  the  uninsured  are  often  more  difficult  to  discharge  from 
the  hospital  to  a  more  appropriate,  less  expensive  setting  resulting  in  stays  that  are  longer  than  necessary. 
The  Uncompensated  Care  Pool  also  has  no  program  for  managing  care,  which  would  likely  be  effective  in 
reducing  lengths  of  stay  and  cost. 
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Figure  12.  In  comparison  with  other  patients,  UC  Pool  patients  stay  in  the  hospital  longer  on 
average  than  all  but  Medicare  patietnts,  who  are  elderly  or  disabled. 


(2)  Predominant  Pool  Users 

High  cost  cases.  As  is  common  in  any  patient  population,  a  small  portion  of  the  Pool  patients  uses  the 
largest  share  of  the  resources.  Approximately  10%  of  the  Pool  patients  account  for  43%  of  the  Pool 
expenses.  There  is  a  higher  percentage  of  males  in  the  top  10%  population  than  in  the  overall  Pool 
population.  These  patients  differ  from  the  remaining  Pool  patients  in  that  a  larger  percentage  are  males 
between  45  and  64  years  old. 
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Top  10%  of  UCP  Gender  Profile 
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Source:  DHCFP  Casemix/John  Hancock  10/1/93-12/31/95 
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Figure  14.  The  majority  of  high  cost  cases  are  attributable  to  adults  between  the  ages 
of  45  and  64  years  old. 
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Severity  of  Illness.  The  predominant  Pool  users  are  more  severely  ill  than  the  other  patients  in  the 
Uncompensated  Care  Pool  who  have  the  same  type  of  illness.    This  group  of  Pool  users  are  treated  for  the 
same  types  of  illnesses  as  all  other  Pool  users,  although  they  are  even  more  likely  to  be  treated  for 
circulatory  diseases  and  mental  health  and  substance  abuse.  Of  the  predominant  Pool  users,  20%  were 
treated  for  circulatory  diseases,  and  nearly  14%  were  treated  for  mental  health  and  substance  abuse 
disorders. 
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Figure  75.  Although  the  majority  of  Pool  patients  had  illnesses  of  minor  severity,  47% 
of  the  higher  cost  cases  were  for  patients  with  illnesses  of  major  or  extreme  severity. 


(3)  Income  Levels 

In  addition  to  demographic  and  utilization  patterns,  it  is  useful  to  review  the  income  levels  of 
Uncompensated  Care  Pool  recipients  for  a  number  of  reasons.  First,  it  is  important  to  know  whether  the 
individuals  benefiting  from  the  Pool  are  in  fact  eligible.  Second,  it  is  important  to  understand  the 
proportion  of  Pool  recipients  who  might  be  eligible  for  Medicaid  expansion  programs  or  a  subsidy  through 
the  insurance  reimbursement  program  described  in  Section  5.  Third,  it  is  important  to  know  whether  there 
is  significant  variance  among  the  population  determined  to  be  eligible  for  free  care,  the  population  whose 
accounts  are  classified  as  "emergency  bad  debt"  (bad  debt  for  emergency  services  provided  to  uninsured 
people),  and  the  population  whose  accounts  result  in  non-emergency  bad  debt.  The  data  presented  here  is 
for  a  small  sample  of  Pool  recipients,  however  the  range  of  hospitals  included  in  the  study,  and  the 
consistency  of  results  across  those  hospitals,  suggest  that  this  data  is  likely  to  be  representative  of  the 
entire  Pool. 9 


9  For  the  purposes  of  the  Commission's  research  seven  hospitals  volunteered  to  share  unaudited  data  on  uncompensated  care 
patients  at  their  hospitals  with  the  Department  of  Revenue  (DOR)  under  strict  confidentiality  guidelines.  The  seven  hospitals 
included  two  disproportionate  share  hospitals  and  five  non-disproportionate  share  hospitals.    DOR  matched  this  data  against 
1994  income  tax  return  data  to  determine  the  proportion  of  patients  whose  income  fell  into  each  of  five  income  categories. 
Some,  but  not  all  of  the  matched  claims  were  for  care  provided  in  1994.  It  is  likely  that  for  some  patients  their  family  income 
at  the  time  they  received  the  care  differed  significantly  from  their  income  in  1994. 
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Free  Care.  To  be  eligible  for  full  free  care,  a  patient's  family  income  must  be  less  than  200%  of  the 
Federal  Poverty  Level  (FPL)10.  Partial  free  care  (subsidized  care)  is  available  for  those  patients  between 
200%  and  400%  FPL.  In  addition,  patients  with  any  level  income  may  be  eligible  for  assistance  from  the 
Pool  because  of  extreme  "medical  hardship,"  that  is,  because  their  medical  bills  are  so  high  they  could  not 
possibly  pay  them.  80%  of  pool  funds  are  for  free  care,  and  only  2%  for  partial  free  care  and  medical 
hardship  combined.  The  remaining  18%  of  Pool  funds  pay  for  Emergency  Bad  Debt,  described  below.  As 
illustrated  by  Figures  18  and  1911: 

•  78%  of  the  cases  at  the  non-disproportionate  share  hospitals  were  under  133%  FPL,  and 
8%  were  between  133%  and  200%  FPL.  5%  of  cases  did  not  match  DOR  data.12 

•  73%  of  the  cases  at  the  disproportionate  share  hospitals  were  under  133%  FPL,  and  5% 
were  between  133%  and  200%  FPL.   16%  did  not  match. 

This  data  indicates  that  hospitals  are  doing  a  good  job  of  ensuring  that  patients  who  receive  free  care  are  in 
fact  eligible,  but  income  tax  data  suggests  up  to  7%  of  free  care  recipients  at  non-disproportionate  share 
hospitals  and  2%  at  disproportionate  share  hospitals  may  be  over  income  guidelines.  The  data  also 
suggests  that  a  significant  proportion  of  free  care  recipients  may  be  eligible  for  the  Medicaid  expansion 
programs  or  a  subsidy  through  the  insurance  reimbursement  program. 

It  is  interesting  to  note  that  DOR  has  income  tax  returns  on  file  for  the  majority  of  free  care  recipients, 
even  though  most  of  them  had  family  incomes  under  the  federal  poverty  line.  It  is  likely  that  these  very 
poor  individuals  file  tax  returns  in  order  to  receive  the  federal  earned  income  tax  credit  or  to  receive  state 
refunds.  This  hypothesis  would  suggest  that  the  majority  of  Pool  recipients  are  very  low  income  working 
individuals. 

Emergency  Bad  Debt.  The  Pool  pays  hospitals  for  bad  debts  resulting  from  emergency  services  provided 
to  uninsured  patients,  generally  referred  to  as  "emergency  bad  debt".  Although  the  hospitals  are  not 
required  to  verify  income  for  those  recipients  that  qualify  for  emergency  bad  debt,  a  majority  of  the  cases 
would  qualify  under  the  current  guidelines  for  free  care. 


• 


• 


75%  of  the  cases  at  the  non-disproportionate  share  hospitals  were  under  133%  FPL,  and 
7%  were  between  133%  and  200%  FPL.  5%  did  not  match. 

48%  of  the  cases  at  the  disproportionate  share  hospitals  were  under  133%  FPL,  and  3% 
were  between  133%  and  200%  FPL.  41%  did  not  match. 


A  significant  number  of  emergency  bad  debt  cases  at  disproportionate  hospitals  could  not  be  matched  to 
tax  data.  This  high  rate  of  unmatchable  data  may  be  because  many  of  the  people  whose  accounts  are 
classified  as  emergency  bad  debt  were  either  physically  unable  or  unwilling  to  provide  any  information  to 
the  institution. 


10  See  Appendix  D  for  FY  1996  Federal  Poverty  Guidelines. 

11  This  income  level  data  is  included  in  detail  in  Appendix  H 

12 


Overall,  97%  of  cases  at  non-disproportionate  share  hospitals  and  82%  of  cases  at  disproportionate  share  hospitals  matched 
DOR  tax  records. 
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Non  Emergency  Bad  Debt.  Bad  debts  resulting  from  non-emergency  services  or  from  patients' 
liabilities  after  insurance  (co-payments,  deductibles,  and  disallowed  services)  are  not  reimbursed  by 
the  Pool.  The  data  indicate  that  there  are  a  large  number  of  patients  whose  accounts  result  in  bad 
debt  who  would  qualify  for  free  care  or  other  state  benefit  programs,  if  the  hospital  had  been  able 
to  obtain  income  documentation. 13 

•  69%  of  the  cases  at  the  non-disproportionate  share  hospitals  were  under  133%  FPL,  and 
7%  were  between  133%  and  200%  FPL.  Only  1%  did  not  match. 

•  61%  of  the  cases  at  the  disproportionate  share  hospitals  were  under  133%  FPL,  and  8%  were 
between  133%  and  200%  FPL.   16%  did  not  match. 
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Figure  16.  DOR  records  confirm  that  at  least  85%  of  Pool  recipients  at  non- 
disproportionate  share  hospitals  qualify  for  full  free  care. 


13  These  bad  debt  accounts  are  not  included  with  the  data  on  Pool  recipients  in  Figures  18  and  19. 
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INCOME  LEVEL  OF  POOL  RECIPIENTS  (%  FPL) 
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Figure  18.  DOR  records  confirm  that  at  least  77%  of  Pool  recipients  at  two  disproportionate 
share  hospitals  qualify  for  full  free  care . 


Frequent  users.  Analysis  of  this  data  also  indicated  that  there  were  only  one  half  to  one  quarter  as  many 
unique  individuals  as  number  of  claims.  This  result  suggests  that  a  smaller  number  of  patients  receive 
uncompensated  care  several  times  during  the  year.    These  frequent  users  most  likely  would  be  enrolled  in 
the  Medicaid  expansion  programs  early  on,  if  they  are  eligible,  resulting  in  easier  billing  later  in  the  year. 

Conclusion.  The  data  indicates  that  the  vast  majority  of  pool  recipients  are  well  within  the  income 
guidelines  to  qualify  for  free  care.  However,  the  number  of  patients  who  may  be  above  income  guidelines 
point  to  the  continued  need  for  careful  eligibility  verification.    The  analysis  also  demonstrates  that  a 
majority  of  Pool  recipients  and  patients  whose  care  results  in  bad  debt  could  be  classified  as  very  low 
income,  working  individuals.  Many  of  these  individuals  may  qualify  for  one  of  the  new  benefit  programs 
currently  under  development. 
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C.  Financial  Condition  of  the  Acute  Hospital  Industry 

In  order  to  develop  policies  regarding  the  future  of  the  Uncompensated  Care  Pool,  it  is 
important  to  evaluate  the  extent  to  which  the  current  pool  assessment  and  shortfall  may  be 
causing  acute  hospitals  financial  strain.  The  following  is  a  summary  review  of  indicators 
of  the  financial  health  of  the  Massachusetts  acute  hospital  industry.14 15 

Background: 

The  Massachusetts  acute  hospital  industry  has  seen  a  number  of  changes  over  the  last  five 
years.  Increased  competition,  a  shift  in  the  site  of  care  from  inpatient  to  outpatient  and 
pressure  from  managed  care  organizations  have  required  hospitals  to  alter  their  way  of 
doing  business.  Additionally,  changes  in  the  way  health  care  is  provided  has  strained  a 
number  of  facilities.  These  changes  include  costly  improvements  in  technology,  a  decrease 
in  the  average  length  of  stay,  and  a  shift  in  the  demand  for  beds  towards  specialized  urban 
facilities.  One  result  has  been  a  decrease  in  patient  days  and  occupancy  rates.  Hospitals 
have  responded  by  cutting  costs  and  laying  off  workers  in  order  to  remain  viable.  Since 
1990,  eleven  hospitals  have  closed  or  merged  with  each  other.16  Many  of  the  mergers  are 
the  result  of  efforts  to  improve  operational  efficiencies. 


14  This  analysis  does  not  include  the  55  Massachusetts  non-acute  hospitals  (psychiatric,  substance  abuse, 
chronic  care  and  rehabilitation  facilities)  because  they  do  not  participate  in  the  Uncompensated  Care  Pool. 

15  A  list  of  the  acute  care  hospitals  in  Massachusetts  used  in  this  analysis  is  included  in  Appendix  I. 

16  A  list  of  acute  hospital  closures  and  conversions  is  included  in  Appendix  J. 
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Volume:  Since  1990,  total  inpatient  days  have  declined  27%  and  average  occupancy  rates 
have  declined  13%.  This  change  is  a  symptom  of  the  shift  in  the  focus  of  care  from 
inpatient  to  outpatient  and  the  resulting  excess  capacity.  These  changes  help  set  the 
overall  tone  for  the  financial  condition  of  the  state  hospital  industry. 


6,000 
5,000 

v>     4,000 

c 

|     3,000 


2,000 


1,000 


Total  Hospital  Inpatient  Days 


1990  1991  1993  1994  1995 

Source:  Division  of  Health  Care  Finance  and  Policy  1 1/96 


Figure  18.  Total  patient  days  have  declined  over  the  last  five  years. 
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Figure  19,  Inpatient  occupancy  rates  have  also  declined  since  1990. 
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Revenue  and  Expenses.  The  Massachusetts  hospital  industry  experienced  continuous 
growth  in  total  revenue       from  1990  to  1995.  Median  total  revenues  and  median  total 
expenses  grew  52%  and  48%  respectively  during  the  period.19  Although  it  fluctuated,  net 
income,  the  difference  between  total  revenue  and  total  expenses,  increased  73%  with  an 
average  annual  increase  of  15%.  The  growth  in  net  income  may  in  part  be  due  to  debt 
refinancing  and  extensive  cost  cutting.  Although  the  industry  as  a  whole  experienced 
growth,  19%  of  all  hospitals  operated  at  a  loss  in  1995. 
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Figure  20.  From  1990-1995,  total  revenue  grew  somewhat  faster  than  total  expenses,  and  net 
income  rose. 


17  Total  revenue  is  equal  to  payments  for  patients  services,  plus  other  operating  revenue  (e.g.  grants, 
endowment  income,  educational  programming,  research  and  gifts). 

18  The  hospital  industry  benefits  from  having  large  income-producing  endowments  that  have  recently 
achieved  solid  gains  in  national  markets.  Revenue  from  this  source  is  largely  beyond  the  control  of  the 
hospital. 

19  Unless  otherwise  noted,  the  information  presented  represents  the  median  value  for  all  the  acute  care 
facilities  in  the  state.  Any  inferences  drawn  from  the  following  information  cannot  be  considered 
representative  of  any  one  hospital.  By  definition,  half  of  the  facilities  have  results  above  the  reported  data 
and  half  are  below. 
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State  total  and  operating  margins.  Although  the  median  hospital  total  and  operating 
margins  were  higher  in  1995  than  they  were  in  1990,  they  fluctuated  from  1990  through 
1994.  The  total  margin  is  equal  to  total  income  as  a  percent  of  total  revenue.  The 
operating  margin  is  equal  to  income  from  patient  services  only  as  a  percent  of  total 
revenue. 
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Figure  21.  1995  total  and  operating  income  as  a  percent  of  revenue  exceeded  any  of  the 
previous  five  years. 
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National  total  and  operating  margins.  Although  the  state  industry  median  total  margin 
(total  income  as  a  percent  of  total  revenue)  increased  at  a  faster  rate  than  national 
numbers,  Massachusetts  median  operating  and  total  margins  averaged  two  points  lower 
than  national  margins  for  the  period  from  1991  to  1995.  This  gap  indicates  that  the 
Massachusetts  hospital  industry  earned  less  income  from  each  dollar  of  revenue  than 
hospitals  nationally. 
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Figure  22.  Massachusetts  hospitals  are  consistently  less  profitable  than  hospitals  nationally. 
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Net  worth.  Growing  fund  balances,  also  called  equity,  indicate  an  increase  in  the  net  worth 
of  hospitals  because  revenue  was  earned  in  excess  of  expenses.  Hospitals  with  larger 
general  fund  balances  have  a  greater  capacity  to  borrow  money  or  to  finance  purchases 
out  of  their  reserves.  The  median  fund  balance  grew  by  80%  from  1990  to  1995  with  an 
average  annual  increase  of  13%.  This  growth  can  be  attributed  to  many  factors  including 
an  increase  in  net  income  and  inter-fund  transfers. 
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Figure  23.  Hospitals'  fund  balances  (net  worth)  grew  on  average  13%  per  year 


Year 

Median  Fund  Balance 

Median  Patient  Service  Revenue 

% 

FY90 

13,497,000 

46,676,000 

29% 

FY'91 

13,572,000 

51,390,500 

26% 

FY'92 

15,469,000 

54,610,000 

28% 

FY'93 

18,802,500 

58,634,500 

32% 

FY'94 

22,033,384 

66,916,185 

33% 

FY'95 

24,289,272 

68,265,757 

36% 

Source:  Division  of  Health  Care  Finance  and  Policy,  RSC  403  filing 


Figure  24,  During  the  period  from  1990  to  1995,  fund  balance  as  a  percent  of  patient  service  revenue 
increased  24%: 
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Long  term  debt.  Long  term  debt  typically  consists  of  loans  and  bond  issues  with 
maturities  of  greater  than  one  year.  The  rapid  growth  in  industry-wide  median  long  term 
debt  evident  at  the  beginning  of  the  decade  slowed  considerably  by  1995.  Hospitals  may 
have  increased  borrowing  to  finance  acquisitions  they  feel  are  necessary  to  remain 
competitive. 


Industry  Median  Long  Term  Debt  FY  '90-  FY  '95 
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Figure  25.  Although  long  term  debt  grew  69%  from  1990  to  1995,  this  rate  of  growth 
has  slowed  over  the  past  few  years. 


Assets  v.  liabilities.  The  ratio  of  hospital  long  term  debt  to  equity  has  increased  over  the 
past  five  years.  This  ratio  is  a  key  measure  of  long  term  financial  health.  Since  1990,  long 
term  debt  has  exceeded  assets  which  indicates  that  many  hospitals  owe  more  in  debt  than 
they  own  in  assets. 
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Figure  26.  Since  1990,  hospital  have  owed  more  in  debt  than  they  own  in 
assets. """':': 
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Ability  to  repay  debt.  The  debt  service  coverage  ratio  measures  a  hospital's  ability  to  pay 
the  principal  and  interest  payments  on  its  long  term  debt  obligations.  The  higher  this  ratio, 
the  greater  the  hospital's  ability  to  meet  its  debt  obligations.  Despite  increasing  long  term 
debt,  the  Massachusetts  median  coverage  ratio  rose  from  1991  to  1993  before  declining 
through  1995.  This  ratio  is  affected  by  changes  in  interest  rates,  debt  restructuring  and 
other  factors.  Compared  to  national  figures,  the  Massachusetts  hospital  industry  median 
debt  service  ratio  is  lower.  Nationally,  the  debt  service  ratio  rose  from  3.1  in  1991  to 
3.720  in  1995  while  the  Massachusetts  ratio  remained  at  about  1.9.  Hospitals  in  the  state 
are  less  able  to  pay  their  debt  obligations  than  those  nationally.  Massachusetts  however 
has  a  low  penetration  of  privately  owned  for-profit  hospitals.  For  profit  hospitals  have 
access  to  capital  markets  thus  improving  their  financial  strength. 
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Figure  27:  The  Hospital  industry's  ability  to  pay  its  debt  increased  slightly  through 
1993,  before  declining  throughsomewhat  in  1995. 


20 


Source:  The  Almanac  of  Hospital  Financial  &  Operating  Indicators  '96-'97  Ed.,  W.O.  Cleverley 
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Free  care  as  a  percent  of  revenue.  Hospital  dependence  on  revenue  from  the 
Uncompensated  Care  Pool  varies  by  facility.  The  two  primary  public  service  hospitals  are 
more  dependent  than  private  facilities  on  funding  from  the  pool.  Boston  City  Hospital 
(BCH)21  and  The  Cambridge  Hospital  (TCH)  received  approximately  38%  of  their 
revenue  from  the  Pool  in  1995.  This  level  is  considerably  higher  than  the  industry  median 
of4.25%. 
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Conclusion: 

Although  the  Massachusetts  acute  hospital  industry's  financial  outlook  has  improved  over 
the  last  five  years,  it  continues  to  under-perform  compared  to  hospitals  nationally  and  is 
facing  more  financial  challenges  in  the  years  to  come.  In  order  to  remain  in  business, 
despite  changes  in  the  way  hospital  care  is  provided,  many  facilities  have  merged  with 
larger  institutions  or  closed  altogether.  Income  as  a  percent  of  revenue  has  increased  over 
the  last  five  years,  but  has  remained  lower  in  Massachusetts  than  nationally.  Hospitals'  net 
worth  has  increased,  giving  them  a  greater  ability  to  borrow  to  finance  purchases  and  new 
construction.  Although  hospitals  have  continued  to  borrow  heavily,  the  rate  of  growth  of 
long  term  debt  has  slowed  and  hospitals'  ability  to  make  interest  and  principal  payments 
has  remained  relatively  stable.  Finally,  despite  the  hospital  industry's  low  dependence  on 
Uncompensated  Care  Pool  revenue,  the  key  public  service  hospitals  continue  to  rely 
heavily  on  the  Pool  as  a  source  of  income. 


21  In  1996,  Boston  City  Hospital  merged  with  Boston  University  Medical  Center  forming  Boston  Medical 
Center. 
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D.  Financial  Condition  of  the  HMO  Industry 

The  health  maintenance  organization  (HMO)  industry  is  an  integral  part  of  the  health  care 
delivery  system.22  In  considering  options  for  the  future  of  the  Uncompensated  Care  Pool, 
including  requiring  third  party  payers  to  contribute  directly  into  the  pool,  it  is  useful  to 
review  their  financial  condition.  The  HMOs  located  in  Massachusetts  derive  revenue  from 
members  located  both  inside  and  outside  the  state  and  from  a  variety  of  purchasers 
including  Medicare,  Medicaid,  and  private  organizations.  Financial  information  for  the 
health-related  business  of  the  commercial  insurers  operating  in  the  state  was  unavailable  at 
the  time  of  publication.  Therefore  the  data  presented  here  is  a  summary  review23  of 
indicators  of  the  financial  health  of  the  Massachusetts  HMO  industry. 

Background: 

The  Massachusetts  HMO  industry  has  grown  considerably  over  the  last  five  years.  The 
number  of  individuals  enrolled  in  an  HMO  in  the  state  has  grown  to  a  point  where 
approximately  43%  of  state  residents  are  currently  enrolled.  Additionally,  HMOs 
currently  account  for  over  half  of  hospital  private  patient  revenue.  The  HMO  industry, 
like  the  acute  hospital  industry,  has  faced  strong  competition  within  its  ranks.  Over  the  last 
five  years,  several  HMOs  have  ceased  operations  while  others  have  merged  with  one 
another  in  order  to  improve  their  financial  condition.  Additionally,  the  industry  has  faced 
pressure  from  purchasers  to  hold  down  premium  increases.  This  pressure  is  likely  to 
continue  in  the  future. 


22  See  appendix  K  for  a  list  of  HMOs  included  in  this  analysis. 

Unless  otherwise  noted,  all  financial  indicators  represent  the  median  for  the  industry  based  on  available 
information.  Any  inferences  drawn  from  the  following  information  cannot  be  considered  representative  of 
any  one  HMO.  By  definition,  half  of  the  facilities  have  results  above  the  reported  data  and  half  are  below. 
Bay  State,  HMO  Blue  and  CMHC  are  not  included  in  1995  indicators  which  may  affect  the  results. 
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Change  in  enrollment.  The  HMO  industry  has  experienced  a  steady  increase  in 
enrollment  over  the  last  five  years.  Since  1990,  enrollment  has  increased  on  average  13% 
per  year.  Changes  in  HMO  enrollment  affect  the  financial  condition  of  the  HMO  industry. 
An  increase  in  membership  brings  in  more  revenue  while  simultaneously  raising  both 
medical  and  administrative  costs. 
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Figure  29.  HMO  enrollment  has  increased  13%  per  year  on  average  since  1990 


Revenue  and  Expenses.  Since  1991,  total  revenues  and  expenses  for  the  HMO  industry 
have  grown  95%.  This  growth  is  due  primarily  to  the  increase  in  enrollment  that  has 
occurred  during  the  period. 
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Figure  30.  HMO  industry  median  revenue  and  expenses  have  almost  doubled  over  the 
last  five  years. 
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Premium  growth.  In  response  to  pressure  from  purchasers,  the  HMO  industry  has  slowed 
the  increase  in  premiums  over  the  last  three  years.  From  1995  to  1996,  HMO  premiums 
declined  .83%.  This  most  recent  drop  came  as  a  direct  response  to  market  competition 
and  the  challenge  issued  by  the  Massachusetts  Health  Care  Purchaser  Group  to  lower 
premiums.  This  type  of  pressure  is  likely  to  continue  in  the  future. 
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Figure  31.  The  rate  of  growth  in  HMO  premiums  has  declined  significantly  over  the  past  three  years. 
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Total  margin.  Total  margin  is  total  income  expressed  as  a  percent  of  total  revenue.  The 
Massachusetts  HMO  industry  has  seen  its  total  margin  double  from  1991  to  1993  before 
dropping  from  1994  to  1995.  This  recent  drop  may  be  due  in  part  to  the  pressure  to  keep 
premiums  down.  The  result  has  been  leaner  margins. 
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Figure  32.  The  HMO  industry  had  two  very  good  years  in  1993  and  1994,  but  margins 
decreased  in  1995. 


Net  worth.  The  HMO  industry  median  net  worth  has  increased  almost  two  and  a  half 
times  since  1990  due  in  part  to  their  strong  revenue  growth.    This  increase  enhances  the 
ability  to  borrow  money  to  finance  expansion  or  acquisition. 
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Figure  33.  Median  HMO  net  worth  has  increased  substantially  over  the  last  five 
years. 
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Net  worth  includes  reserves  held  against  unforseen  losses. 
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Liquidity.  A  good  measure  of  short  term  financial  health  is  the  ability  of  a  business  to  pay 
its  immediate  expenses  with  cash  on  hand.  For  the  HMO  industry,  the  ability  to  meet  its 
claims  and  other  payables  is  an  important  measure  of  financial  health.  From  1991  to  1994 
this  ratio  of  cash  to  claims  and  payables  grew  63%.  This  increase  followed  a  15%  drop 
from  1990  to  1991. 
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Source:  MHA  Special  Report-HMO  Audited  Financial  Analysis  1990-1995 


Figure  34,  Since  1991,  Massachusetts  HMOs  have  improved  their  ability  to  meet  current 
financial  obligations. 
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Efficiency.  The  medical  loss  ratio  is  the  sum  of  all  medical  and  hospital  expenses  divided 
by  premium  revenue.  This  measure  of  efficiency  is  an  indicator  of  how  well  an  HMO 
manages  its  medical  expenses.  Despite  dipping  in  1993,  this  ratio  for  the  state  HMO 
industry  has  risen  from  86%  to  100%.  A  high  ratio  can  indicate  low  administrative 
expenses,  low  premiums,  poor  medical  management  or  high  medical  costs.  A  low  ratio 
can  indicate  high  premiums,  good  medical  management  or  favorable  medical  costs.  An 
increase  may  indicate  that  HMOs  are  enrolling  sicker  patients  or  that  their  medical  costs 
are  rising  relative  to  their  revenue. 
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Figure  35.  Medical  related  expenses  as  a  percentage  of  premium  revenue  remained 
stable  from  1991  through  1994,  but  increased  in  1995. 


Conclusion: 

The  Massachusetts  HMO  industry  has  seen  a  number  of  changes  over  the  last  five  years. 
Enrollment  has  increased,  competition  is  stiffer  and  pressure  from  purchasers  is  rising. 
Additionally,  the  industry  has  consolidated  as  several  HMOs  have  merged.  HMO 
enrollment  now  represents  more  than  half  of  all  those  insured.  Although  premium  growth 
has  slowed  and  total  margins  have  declined  during  the  period,  the  industry  remains 
financially  sound.  As  the  health  care  industry  itself  changes,  it  is  likely  that  we  will  see 
more  changes  in  the  HMO  industry  in  the  coming  years.  In  order  to  remain  financially 
strong,  HMOs  will  need  to  adapt  to  this  changing  environment. 
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5.  Initiatives  Impacting  Free  Care 

Up  to  this  point  this  report  has  examined  the  profile  of  uninsured  patients,  their  need  for 
health  care  services,  and  the  ability  of  various  sectors  of  the  health  care  industry  to  fund 
their  care.  In  reviewing  the  continued  need  for  the  Uncompensated  Care  Pool  it  is 
important  to  consider  new  initiatives  currently  under  development  or  consideration  that 
would  substantially  reduce  demand  for  free  care.     These  initiatives  include  Medicaid 
expansion  programs,  supplemental  payments  for  certain  municipal  hospitals,  and 
management  improvements. 

A.  Medicaid  Expansion  Programs 

Chapter  203  of  the  Acts  of  1996  authorized  the  Commonwealth  to  implement  a 
combination  of  programmatic  reforms  intended  to  increase  health  care  coverage 
substantially  among  the  Commonwealth's  neediest  populations.  These  new  programs  are 
expected  to  dramatically  reduce  the  number  of  uninsured  residents  and  the  associated 
costs  of  providing  care  to  the  uninsured.  The  majority  of  reforms  authorized  in  the  Act 
were  approved  by  the  U.S.  Department  of  Health  and  Human  Services  in  April,  1995 
under  a  Medicaid  research  and  demonstration  waiver  granted  in  accordance  with  section 
1 1 15  of  the  Social  Security  Act.  The  waiver  permits  implementation  of  these  expansion 
programs  as  a  five-year  "demonstration  project,"  which  may  be  renewed,  subject  to 
federal  approval. 

Implementation  of  new  and  expanded  programs  are  expected  to  have  a  substantial  impact 
on  the  statewide  volume  and  cost  of  uncompensated  care  provided  by  hospitals  and 
community  health  centers.  The  reduced  demand,  combined  with  a  new  Supplemental 
Payment  program  to  reimburse  uncompensated  care  at  Boston  Medical  Center  and  The 
Cambridge  Hospital,  will  significantly  reduce  the  amount  of  Pool  funds  required  to  fund 
hospital  uncompensated  care. 

The  new  and  expanded  programs  to  be  implemented  under  the  combined  authority  of  the 
federal  Medicaid  waiver  and  Chapter  203  are  collectively  referred  to  as  MassHealth. 
Patients  will  be  enrolled  in  these  programs  through  a  new  streamlined  eligibility  process. 
This  new  process  will  reduce  barriers  to  enrollment  by  eliminating  asset  tests  and 
complicated  income  exclusions.  The  new  and  expanded  programs  include  the  following: 

•     Expanded  Medicaid  eligibility  to  reach  all  children  ages  one  through  seventeen  living 
in  families  with  incomes  at  or  below  133%  of  the  federal  poverty  level  (FPL). 


The  Administration's  and  Massachusetts  Hospital  Association's  estimates  of  the  demand  for  free  care  in 
1998  are  included  in  Appendix  L.  Estimated  sources  and  uses  of  Pool  funds  for  FY  1998  through  FY 
2002  are  included  in  Appendix  N. 

1996  Federal  Poverty  Guidelines  are  included  in  Appendix  D. 
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•  Expanded  Medicaid  eligibility  to  reach  the  following  adults:  disabled  individuals 
ages  18  through  65  with  family  incomes  at  or  below  133%  FPL,  and  parents  of 
children  receiving  Medicaid  benefits,  provided  that  in  the  case  of  two-parent  families 
at  least  one  parent  is  not  working  full-time.  Many  current  Uncompensated  Care  Pool 
users  will  be  eligible  for  this  program. 

•  A  new  basic  health  care  benefit  for  adults  with  incomes  at  or  below  133%  FPL  who 
are  neither  disabled  nor  parents  of  children  receiving  Medicaid  benefits  but  have  been 
unemployed  for  a  period  of  at  least  twelve  consecutive  months  or  are  "chronically" 
unemployed.  Many  of  the  predominant  Pool  users  described  the  Profile  of 
Uncompensated  Care  Pool  Recipients  (section  4.B.(2))  will  be  eligible  for  this 
program,  if  they  are  not  eligible  for  the  expanded  eligibility  described  above. 

Chapter  203  authorized  two  additional  expansions  not  included  in  the  federal  waiver: 

•  Expansion  of  the  Children's  Medical  Security  Plan,  making  primary  care  services 
available  to  all  children  birth  through  age  18. 

•  Expanded  Medicaid  eligibility  to  children  under  age  13  with  family  incomes  up  to 
200%  FPL.  A  majority  of  Special  Commission  members  support  implementation  of 
this  provision.  However,  the  Administration  does  not  recommend  this  expansion 
because  it  could  encourage  families  to  drop  private  coverage  for  their  children  in 
favor  of  free  public  coverage. 

All  of  these  programs  will  improve  access  to  health  care  for  their  enrollees,  provide  new 
revenues  for  hospitals,  community  health  centers  and  other  health  care  providers  that 
serve  these  patients,  and  reduce  demand  for  free  care. 


B.  Supplemental  Payments  For  Certain  Municipal  Hospitals 

The  Terms  and  Conditions  of  the  federal  Medicaid  waiver  also  permit  the 
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Commonwealth  to  supplement  payments  to  Boston  Medical  Center    and  The  Cambridge 
Hospital  for  the  cost  of  providing  uncompensated  care,  thereby  alleviating  significant 
pressure  on  the  Uncompensated  Care  Pool.  Implementation  of  this  new  Supplemental 
Payment  in  conjunction  with  implementation  of  Chapter  203  maximizes  the 
Commonwealth's  ability  to  use  new  federal  revenue  for  ongoing  and  expanded  programs 
by  removing  a  significant  portion  of  uncompensated  care  costs  from  the  Pool.  This 
implementation  method  thereby  makes  a  portion  of  current  Pool  funding  available  for 
other  MassHealth  expansion  programs.  Because  the  federal  Health  Care  Financing 
Administration  (HCFA)  was  concerned  that  reallocation  of  Pool  funds  not  cause  a 
precipitous  loss  of  revenue  to  Boston  City  Hospital  and  The  Cambridge  Hospital,  the 


The  waiver  authorizes  supplemental  payments  to  "Boston  City  Hospital",  however,  the  Administration 
anticipates  HCFA's  willingness  to  recognize  Boston  Medical  Center  as  a  successor. 
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Supplemental  Payment  is  only  authorized  on  the  assumption  that  Pool  funds  are 
reallocated  for  expansion  programs. 

Implementation  of  new  Supplemental  Payments  is  contingent  upon  the  ability  of  Boston 
Medical  Center  and  The  Cambridge  Public  Health  Commission  to  meet  Division  of 
Medical  Assistance  specifications  for  participation  in  the  MassHealth  program  as  prepaid 
health  plans.  Once  the  two  provider  systems  demonstrate  this  ability,  the  Administration 
estimates  approximately  $70  million  annually  is  available  in  Supplemental  Payments  to 
fund  uncompensated  care  at  the  two  facilities,  thereby  significantly  reducing  statewide 
hospital  demand  for  the  Uncompensated  Care  Pool.  In  addition,  the  Administration 
proposes  using  a  small  percentage  of  the  Supplemental  Payment  authority  to  enhance 
capitation  rates  paid  to  the  prepaid  health  plans  in  recognition  of  historic  cost  structures  at 
The  Cambridge  Hospital  and  Boston  Medical  Center's  predecessor,  Boston  City  Hospital. 

The  Administration  expects  to  use  intergovernmental  funds  transfers  (IGFT)  to  fund  the 
Supplemental  Payments  described  here. 

C.  Insurance  Reimbursement  Program 

The  federal  Medicaid  waiver  also  authorizes  an  insurance  reimbursement  program 
designed  to  encourage  employers  to  begin  or  to  continue  providing  health  insurance  to 
low  income  workers.  The  program  will  also  assist  employees  in  contributing  their  share 
of  the  premium.  As  the  price  of  providing  private  health  insurance  coverage  increases, 
employers  have  required  employees  to  pay  a  larger  share  of  the  cost,  or  have  dropped 
health  insurance  benefits  altogether.  It  is  important  to  implement  this  program  in 
conjunction  with  the  various  MassHealth  expansion  programs  to  discourage  families 
from  dropping  private  employer-sponsored  health  insurance  in  favor  of  public  assistance. 

Chapter  203  gave  the  Special  Commission  responsibility  for  including  authorization  for 
an  insurance  reimbursement  program  in  its  plan.  The  program  will  include  these  two 
components. 

•     A  new  subsidy  program  to  assist  workers  with  family  incomes  at  or  below  200%  FPL 
in  purchasing  comprehensive  employer-sponsored  group  health  insurance.  The 
sliding  scale  subsidy  will  be  available  to  low-income  employees  working  for  firms 
with  50  or  fewer  employees. 


• 


A  new  payment  incentive  available  to  all  Massachusetts  employers  with  50  or  fewer 
workers.  Employers  will  be  eligible  to  receive  a  payment  incentive  for  each  worker 
having  a  family  income  up  to  200%  FPL  for  whom  the  employer  pays  at  least  50 
percent  of  the  premium  for  comprehensive  group  health  insurance. 
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Although  the  Administration  recommends  that  the  subsidy  be  available  to  all  low  income  workers,  the 
Special  Commission  recommends  that  it  be  available  only  to  employees  of  firms  with  50  or  fewer 
employees. 
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Self-employed  individuals  will  be  eligible  for  both  the  employer  payment  incentive 
and  the  employee  subsidy.  The  "employee"  subsidy  for  the  self-employed  will  be 
calculated  based  on  the  assumption  that  the  "employer"  contributed  50  percent  of  the 
cost  of  the  premium. 


D.  Management  of  the  Uncompensated  Care  Pool 

Another  mechanism  that  could  have  the  effect  of  decreasing  the  demand  for  free  care  is  to 
manage  the  existing  resources  more  efficiently.  The  Commission  has  determined  that 
Pool  resources  could  be  utilized  more  efficiently  and  effectively  though  management 
improvements.  The  preliminary  Uncompensated  Care  Pool  audit  results  included  in 
Appendix  M,  along  with  the  income  level  data  presented  in  section  4B,  provide  some 
confirmation  of  the  need  for  improvements.  Some  of  the  options  for  improving  the 
management  of  the  Pool  discussed  by  the  Commission  are  described  below. 

Data  collection  and  analysis.  Data  could  be  collected  on  the  income  levels, 
demographics,  utilization  patterns,  and  clinical  and  social  needs  of  the  individuals  who 
rely  on  the  Uncompensated  Care  Pool.  This  information  could  be  used  to  determine 
whether  uninsured  people  who  need  hospital  care  are  receiving  that  care  in  the  best  way 
or  whether  the  Pool  should  be  modified.  If  analysis  of  this  data  showed  that  the  clinical 
and  social  needs  of  Pool  recipients  could  be  better  met  by  one  or  more  managed  care 
programs,  Pool  funds  could  be  used  to  fund  such  programs.  This  data  would  also 
demonstrate  whether  the  population  receiving  care  through  the  Pool  had  changed, 
indicating  the  need  for  new  or  different  interventions.  Payers  believe  that  Pool  payments, 
including  payments  for  outpatient  services,  should  not  be  made  without  solid 
documentation  of  the  need  for  such  services,  and  of  the  individual's  eligibility  for  the 
payments. 

Enrollment.  Hospital  credit  and  collection  policies  could  be  standardized.  Pool 
regulations  could  require  all  hospitals  to  have  processes  in  place  to  ensure  that  patients 
are  enrolled  in  the  most  appropriate  program  of  care,  receive  care  in  the  most  appropriate 
setting,  are  eligible  for  the  program  in  which  they  are  enrolled,  and  have  no  other  source 
of  funding  for  their  care.  Pool  payment  methodologies  could  include  adjustments  to 
encourage  hospitals  and  community  health  centers  to  comply  with  these  programmatic 
goals. 

Third  party  liability.  Investigation  of  other  sources  of  revenue  may  reveal  that  an 
individual  who  received  free  care  had  private  or  public  health  insurance  that  would  cover 
the  care,  was  eligible  for  workers  compensation,  or  had  auto  or  other  insurance  that 
would  cover  the  cost  of  care.  These  sources  could  be  pursued  to  reimburse  the  Pool.  In 
addition,  HMOs  believe  that  the  Pool  should  not  cover  the  cost  of  services  that  were 
denied  as  non-covered  benefits  by  a  health  insurer. 
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Eligibility.  Verification  of  eligibility  for  free  care  could  be  improved.  For  example,  the 
Department  of  Revenue  could  access  tax  data  to  determine  the  percentage  of  free  care 
recipients  at  each  hospital  who  are  eligible  for  free  care.  This  information  could  be  used 
to  target  audits  to  facilities  with  excessive  numbers  of  ineligible  recipients.  Furthermore, 
tax  refunds  due  to  persons  who  upon  review  do  not  meet  applicable  income  could  be 
diverted  to  the  Pool. 

Settlements.  The  Pool  could  be  operated  on  a  more  timely  basis.  Adjustments  could  be 
made  to  allow  Pool  years  to  be  settled  quickly  after  the  end  of  the  year  so  that  hospitals 
would  not  have  to  reserve  funds  for  expected  liabilities  for  many  years.  In  addition, 
safeguards  could  be  strengthened  to  ensure  that  contributors  to  the  Pool  make  payments 
on  time  so  that  the  Pool  is  always  fully  funded. 

Any  combination  of  these  measures  would  stretch  the  Pool's  resources  so  that  the  same 
funds  could  provide  more  care  to  more  low  income  individuals.  The  Commission 
recommends  that  the  Division  of  Health  Care  Finance  and  Policy  continue  to  explore 
these  options  and  identify  new  ones.  The  Special  Commission  prefers  management 
improvements  that  maintain  or  improve  access  to  quality  care,  that  are  as  administratively 
streamlined  as  possible,  and  that  serve  to  improve  coordination  among  providers  and  state 
health  care  programs.    The  Division  should  research  and  discuss  these  options  with  all 
interested  parties  to  determine  the  best  methods  for  managing  the  Pool. 
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6.  Principles  of  Reform 

In  addition  to  reviewing  the  data  presented  in  this  report  the  Special  Commission  developed  a  set 
of  principles  that  members  felt  should  be  the  basis  of  any  legislative  proposal  regarding  the 
Uncompensated  Care  Pool.  These  principles  are  as  follows: 

I.  Sources  of  funds 

A.  Broad  based,  equitable  financing  sources 

B.  Phase-in  period  for  new  system  if  dislocations  likely 

C.  Maximize  all  available  FFP 

II.  Use  of  Funds 

A.  Hospital  and  Community  Health  Center  (CHC)  Reimbursements 

•  Payments  to  hospitals  and  CHCs  shall  be  based  on  individual  claims,  capable  of  audit 

•  Hospitals  and  CHCs  should  be  expected  to  provide  some  amount  of  unreimbursed  care 

•  System  should  recognize  appropriate  needs  of  disproportionate  share  hospitals 

•  Reimbursements  should  be  structured  to  provide  no  disincentive  to  treating  uninsured 
patients 

B.  Tax  Credits/Insurance  Subsidies 

•  Program  should  include  a  built-in  evaluation  process 

•  Program  should  include  budgetary  and  financial  accountability 

•  Should  preserve  and  promote  private  sector  coverage 

•  Should  minimize  substitution  of  public  funds  for  private  dollars 

•  Should  be  administratively  simple  for  all 

III.  Consumer/Eligibility  Issues: 

All  parties  should  enroll  individuals  in  the  most  appropriate  program  for  which  they  qualify. 

•  Patients  should  be  informed  of  availability  of  free  care 

•  Medicaid  eligibility  should  be  checked  before  enrolling  patients  in  the  Pool. 


44 


7.  Proposal 

Based  on  its  deliberations,  review  of  relevant  data,  consultation  with  interested  parties, 
and  the  principles  of  reform  included  in  Section  6,  the  Special  Commission  recommends 
the  following  changes  to  the  Uncompensated  Care  Pool.  In  developing  these 
recommendations  the  Commission  assumed  that  the  new  initiatives  described  in  section  5 
would  be  implemented. 

1.  Statement  of  Purpose.  The  purpose  of  the  Uncompensated  Care  Pool  is  to  preserve 
access  to  health  care  for  low  income  uninsured  and  underinsured  residents  of  the 
Commonwealth.  The  Division  of  Health  Care  Finance  and  Policy  (DHCFP)  should 
manage  the  pool  efficiently  and  effectively  to  best  meet  the  needs  of  low  income 
uninsured  and  underinsured  individuals. 

2.  Funding  for  the  Pool.  The  total  private  sector  liability  to  the  Uncompensated  Care 
Pool  should  continue  to  be  capped  at  $3 1 5  million.  Hospitals'  payments  to  the  Pool 
should  be  reduced  from  the  current  $315  million  to  $215  million.  Private  third  party 
payers,  including  commercial  insurers,  HMOs,  Blue  Cross  and  self-insured  plans, 
should  contribute  the  remaining  $100  million  directly  to  the  Pool.  The 
Commonwealth's  contribution  to  the  Pool  should  be  increased  by  $15  million  to  $30 
million. 

3.  Mechanism  for  collecting  payments  from  third  parties.  Direct  payments  from  third 
party  contributors,  including  commercial  insurers,  HMOs,  Blue  Cross  and  self- 
insured  plans,  to  the  Pool  should  be  collected  using  the  following  mechanism.  Before 
the  beginning  of  each  fiscal  year  the  Division  of  Health  Care  Finance  and  Policy 
should  estimate  payments  from  private  purchasers  to  hospitals  and  freestanding 
ambulatory  surgery  centers  for  that  year.  DHCFP  would  then  divide  $100  million  by 
that  estimate  to  determine  the  assessment  percentage  on  payments  from  third  party 
contributors.  Hospitals  and  ambulatory  surgery  centers  would  submit  to  DHCFP 
schedules  of  cash  payments  received  from  each  payer.  DHCFP  would  bill  each  payer 
for  an  amount  equal  to  the  assessment  percentage  multiplied  by  the  statewide  total 
cash  paid  by  that  payer  for  hospital  and  ambulatory  surgery  center  services.  Third 
party  contributors  would  pay  their  assessments  directly  to  DHCFP.  If  payments  from 
third  parties  to  the  Pool  produce  an  amount  greater  or  less  than  $100  million,  DHCFP 
would  adjust  the  assessment  percentage  in  future  years  to  make  up  the  difference. 

The  Special  Commission  considered  several  payment  mechanisms  for  third  party 
contributor  assessments.  All  members  agreed  that  this  method  is  most  likely  to 
withstand  an  ERISA  challenge  and  is  also  the  most  administratively  simple. 

4.  Insurance  Reimbursement  Program.  The  Commonwealth  should  implement  an 
insurance  reimbursement  program  (IRP).  This  program  will  include  a  subsidy  to 
assist  workers  with  family  incomes  up  to  200%  FPL,  and  who  work  for  firms  with 
less  than  50  employees,  in  the  purchase  of  comprehensive  employer-sponsored  group 
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health  insurance.  This  program  will  also  include  an  incentive  payment  for  employers 
of  50  or  fewer  workers.  Employers  will  be  eligible  to  receive  their  incentive  payment 
for  each  worker  having  a  family  income  up  to  200%  FPL  for  whom  the  employer 
pays  at  least  50%  of  the  premium  for  comprehensive  group  health  insurance. 

5.  Rates  of  payment.  The  Uncompensated  Care  Pool  should  continue  to  make  payments 
to  hospitals  based  on  the  ratio  of  each  hospital's  reasonable  costs  to  charges  in  order 
to  maintain  stability  in  the  Pool  and  access  for  the  uninsured.  The  Pool  should  also 
pay  Community  Health  Centers  their  reasonable  financial  requirements  for  free  care 
services. 

6.  Data  Collection.  DHCFP  should  collect  data  on  the  income  levels,  demographics, 
utilization  patterns,  and  clinical  and  social  needs  of  individuals  relying  on  the 
uncompensated  care  pool.  This  information  is  needed  to  determine  whether 
uninsured  people  who  need  hospital  care  are  receiving  that  care  in  the  best  way  or 
whether  the  Pool  should  be  modified.  This  data  would  also  demonstrate  whether  the 
population  receiving  care  through  the  Pool  has  changed,  indicating  the  need  for  new 
or  different  interventions. 

7.  Case  by  case  accountability.  DHCFP  should  use  the  data  collected  according  to 
Recommendation  8.  above  to  ensure  that  payments  made  to  providers  are  consistent 
with  case  by  case  utilization  information.  If  DHCFP  finds  that  hospitals  are  not 
complying  with  the  data  submission  requirements,  or  if  the  data  submitted  are  not 
sufficient  to  enable  the  division  to  verify  eligibility  and  calculate  settlements  on  a 
case  by  case  basis,  then  the  division  may  implement  a  claims  adjudication  system. 

8.  Enforcement  of  collections.  DHCFP  should  establish  mechanisms  to  enforce 
hospitals'  and  private  purchasers'  obligations  to  the  Pool.  This  mechanism  should 
include  assessment  of  a  surcharge  of  up  to  18%,  and  an  offset  of  payments  from  the 

Medicaid  program. 

9.  Eligibility.  DHCFP  should  develop  and  implement  methods  and  procedures  to  verify 
the  eligibility  of  individuals  for  free  care  and  to  ensure  that  other  coverage  options  are 
utilized  fully  before  free  care  is  granted.  These  methods  and  procedures  may  include 
investigation  and  recovery  of  third  party  liabilities,  and  penalties  for  non-compliance. 
Hospitals  and  Community  Health  Centers  should  screen  free  care  applicants  for 
eligibility  for  other  government  programs,  and  assist  applicants  in  applying  to  such 
programs.  In  addition,  these  methods  and  procedures  may  include  an  interagency 
agreement  with  the  Department  of  Revenue  (DOR)  to  determine  the  percentage  of 
free  care  recipients  at  each  hospital  who  are  eligible  for  free  care.  (DOR  may  not 
release  individual  income  data.)  DOR  is  authorized  to  withhold  refunds  from 
ineligible  individuals  who  received  free  care  through  the  Pool,  to  the  extent  necessary 
to  reimburse  the  Pool.  Residents  of  other  states  and  foreign  countries  should  not  be 
eligible  for  reimbursement  by  the  Pool  for  non-urgent,  non-emergent  services. 
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10.  Demonstration  and  Managed  Care  Projects.  DHCFP  should  set  aside  $2  to  $5  million 
annually  to  be  used  for  demonstration  projects  where  the  Division  finds  that  these 
programs  will  reduce  the  obligations  of  the  Pool  by  at  least  the  amount  to  be 
expended  on  these  programs.  The  Massachusetts  Fishermen's  Partnership  Program 
should  receive  $2  million  of  this  amount.  In  addition,  if  analysis  of  Uncompensated 
Care  Pool  data  indicates  that  one  or  more  managed  care  or  case  management 
programs  would  better  meet  the  needs  of  low  income  individuals,  DHCFP  is 
authorized  to  contract  with  one  or  more  organizations  to  provide  managed  health 
services  to  free  care  recipients. 

1 1 .  Default  payment  mechanism.  If  there  is  a  challenge  under  ERISA  law  to  the 
requirement  that  third  party  contributors  make  direct  payments  to  the  Pool,  then  an 
alternative  payment  mechanism  would  replace  both  the  hospital  and  third  party 
contributor  assessments.  The  default  payment  mechanism  would  phase  in  a  separate 
and  identifiable  uncompensated  care  fee  assessed  by  acute  hospitals  on  all  accounts 
charged  to  private  purchasers  and  third  party  payers,  payment  of  which  would  be 
required  in  full  in  addition  to  any  other  payments  for  services  established  pursuant  to 
contract  or  otherwise. 

12.  Revival  of  Special  Commission.  If  Uncompensated  Care  Pool  revenue,  excluding 
any  revenue  in  the  separate  MassHealth  account,  is  less  than  75%  or  more  than  125% 
of  allowable  free  care  costs  in  any  fiscal  year,  then  the  Special  Commission  should  be 
revived  under  the  same  terms.  The  Special  Commission  will  also  be  revived  if 
payments  to  the  Pool  are  challenged  under  ERISA  and  enjoined. 
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AN  ACT  TO  PROVIDE  ACCESS  TO  HEALTH  CARE  FOR  LOW  INCOME  UNINSURED 
AND  UNDERINSURED  RESIDENTS  OF  THE  COMMONWEALTH 


SECTION  1.  Section  1  of  chapter  62D  of  the  General  Laws,  as 
amended  by  section  69  of  chapter  38  of  the  acts  of  1995,  is 
hereby  amended  by  striking  the  definition  of  "Claimant  agency", 
and  inserting  in  place  thereof  the  following :- 

"Claimant  agency",  the  IV-D  agency  as  set  forth  in  chapter 
one  hundred  and  nineteen  A,  the  division  of  medical  assistance, 
the  department  of  employment  and  training,  the  department  of 
transitional  assistance,  the  higher  education  coordinating 
council,  in  the  exercise  of  its  duty  to  aid  and  foster  programs 
supporting  higher  education,  pursuant  to  chapter  fifteen  A,  or 
the  division  of  health  care  finance  and  policy,  in  the  exercise 
of  its  duty  to  administer  the  uncompensated  care  pool  pursuant  to 
chapter  one  hundred  and  eighteen  G. 

SECTION  2.  Section  1  of  chapter  62D  of  the  General  Laws,  as 
amended  by  section  70  of  chapter  38  of  the  acts  of  1995,  is 
hereby  amended  by  striking  the  definition  of  "Debt",  and 
inserting  in  place  thereof  the  following: - 

"Debt",  an  unpaid  spousal  or  child  support  obligation  which 
is  being  enforced  by  the  claimant  agency,  or  which  is  collected 
or  ordered  to  be  collected  by  a  court,  whether  or  not  there  is  an 
outstanding  judgment  for  the  sum;  an  amount  owed  the  division  of 
medical  assistance  by  a  debtor;  an  amount  owed  the  department  of 
transitional  assistance  by  recipients,  or  former  recipients,  of 
public  assistance;  any  liquidated  sum  due  and  owing  to  the 
corporation  on  an  education  loan  made  under  any  of  the  programs 
administered  by  the  corporation  in  behalf  of  the  commonwealth 
whether  or  not  there  is  an  outstanding  judgment  for  that  sum  or 
any  liquidated  sum,  certified  by  the  comptroller  as  due  and  owing 
to  any  state  agency,  as  defined  in  section  one  of  chapter 
twenty-nine,  or  an  amount  owed  the  division  of  health  care 
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finance  and  policy  on  behalf  of  the  uncompensated  care  pool  by  a 
person  or  a  guarantor  of  a  person  who  received  free  care  services 
paid  for  in  whole  or  in  part  by  the  uncompensated  care  pool, 
pursuant  to  subsection  (m)  of  section  eighteen  of  chapter  one 
hundred  and  eighteen  G. 

SECTION  3.  Section  1  of  chapter  62D  of  the  General  Laws,  as 
amended  by  section  71  of  chapter  38  of  the  acts  of  1995,  is 
hereby  amended  by  striking  the  definition  of  "Debtor",  and 
inserting  in  place  thereof  the  following: - 

"Debtor",  any  individual  owing  money  for  support  payments  to 
the  claimant  agency  or  to  persons  for  whom  the  claimant  agency  is 
providing  enforcement  services  under  state  and  federal  law;  any 
individual  owing  money  to  the  division  of  medical  assistance  for 
costs  incurred  as  a  result  of  noncompliance  by  that  individual 
with  an  order  to  provide  coverage  for  the  cost  of  health  services 
to  a  child  eligible  for  assistance  under  Title  XIX  of  the  Social 
Security  Act,  as  further  described  in  section  twenty-three  of 
chapter  one  hundred  and  eighteen  E;  any  individual  owing  money  to 
the  department  of  employment  and  training;  any  individual  owing 
money  to  the  department  of  transitional  assistance  for 
overpayments  of  public  assistance;  any  individual  owing  money  on 
an  education  loan  to  the  corporation  or  any  individual  or  entity 
owing  a  debt  as  defined  herein,  which  obligation  has  not  been 
adjudged  satisfied  by  court  order,  set  aside  by  court  order,  or 
discharged  in  bankruptcy;  or  any  individual  owing  the  division  of 
health  care  finance  and  policy  on  behalf  of  the  uncompensated 
care  trust  fund  for  the  cost  of  free  care  services  paid  for  in 
whole  or  in  part  by  the  uncompensated  care  pool,  pursuant  to 
subsection  (m)  of  section  eighteen  of  chapter  one  hundred  and 
eighteen  G. 
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SECTION  4.  Section  8  of  said  chapter  62D,  as  appearing  in  the 
1994  Official  Edition,  is  hereby  amended  by  adding  at  the  end 
thereof,  the  following :- 

With  respect  to  uncompensated  care  pool  set-off  proceeds, 
the  division  of  health  care  finance  and  policy  shall  deposit  such 
proceeds  in  the  uncompensated  care  trust  fund  established  by 
section  eighteen  of  chapter  one  hundred  and  eighteen  G. 


SECTION  5.  Section  10  of  said  chapter  62D,  as  amended  by  section 
78  of  chapter  38  of  the  acts  of  1995,  is  hereby  amended  by 
inserting  after  the  words  "the  division  of  medical  assistance, 
the  corporation,"  in  the  first  paragraph,  the  following :- 
the  division  of  health  care  finance  and  policy, 


SECTION  6.  Section  13  of  said  chapter  62D,  as  amended  by  section 
30  of  chapter  5  of  the  acts  of  1995,  is  hereby  amended  by 
striking  the  words  "and  (vii)  the  department  of  transitional 
assistance."  at  the  end  of  the  section  and  inserting  in  place 
thereof  the  following: - 

(vii)  the  department  of  transitional  assistance;  and  (viii) 
the  division  of  health  care  finance  and  policy  for  obligations  to 
the  uncompensated  care  trust  fund  for  the  unreimbursed  costs  of 
health  care  services  from  the  uncompensated  care  pool,  pursuant 
to  subsection  (m)  of  section  eighteen  of  chapter  one  hundred  and 
eighteen  G. 


SECTION  7.  Section  3  of  chapter  62E  of  the  General  Laws,  as 

amended  by  section  79  of  chapter  38  of  the  acts  of  1995,  is 

hereby  amended  by  inserting  after  the  words  "local  housing 
authorities;"  in  the  first  clause,  the  following:- 
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and  including  the  division  of  health  care  finance  and  policy 
with  respect  to  payments  for  free  care  services  made  from  the 
uncompensated  care  pool  pursuant  to  chapter  one  hundred  and 
eighteen  G; 


SECTION  8.   Section  1  of  chapter  118G  of  the  General  Laws,  as 
inserted  by  section  275  of  chapter  151  of  the  acts  of  1996,  is 
hereby  amended  by  inserting  after  the  definition  of  "Patient", 
the  following :- 

"Pool",  the  uncompensated  care  pool  established  pursuant  to 
section  eighteen. 


SECTION  9.   Said  section  1  of  chapter  118G  is  hereby  further 
amended  by  inserting  after  the  definition  of  "State  institution", 
the  following :- 

"Third  party  contributor",  an  entity  that  purchases  or 
arranges  for  the  purchase  of  health  care  services,  including  but 
not  limited  to  health  insurance  companies,  health  maintenance 
organizations,  non-profit  hospital  service  corporations  and  self- 
insurance  health  plans;  provided,  however,  that  third  party 
contributor  shall  not  include  Title  XVIII  and  Title  XIX  programs, 
other  governmental  payers,  the  workers  compensation  program 
established  pursuant  to  chapter  one  hundred  and  fifty-two,  and 
natural  persons  defined  as  "purchasers"  under  this  section. 


SECTION  10.  Said  section  1  of  chapter  118G  is  hereby  further 
amended  by  deleting  the  definition  of  "Third  party  payer"  and 
inserting  in  place  thereof  the  following :- 

"Third  party  payer, "  an  entity  that  purchases  or  arranges 
for  the  purchase  of  health  care  services,  including  but  not 
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limited  to  Title  XVIII  and  Title  XIX  programs,  other  governmental 
payers,  health  insurance  companies,  health  maintenance 
organizations,  non-profit  hospital  service  corporations  and  self- 
insurance  health  plans;  provided,  however,  that  third  party  payer 
shall  not  include  natural  persons  defined  as  "purchasers"  under 
this  section. 


SECTION  11.   Said  chapter  118G  is  hereby  further  amended  by 
striking  section  18  and  inserting  in  place  thereof  the  following 
sections :- 

Section  18.  (a)  There  is  hereby  established  an  uncompensated 
care  trust  fund,  which  shall  be  administered  and  expended  by  the 
division  without  further  appropriation.   The  purpose  of  the  trust 
fund  is  to  provide  access  to  health  care  for  low  income  uninsured 
and  underinsured  residents  of  the  Commonwealth.  The  division 
shall  administer  this  fund  using  such  methods,  policies, 
procedures,  standards  and  criteria  as  it  deems  necessary  for  the 
proper  and  efficient  operation  of  the  program  in  a  manner 
consistent  with  simplicity  of  administration,  the  provisions  of 
this  chapter  and  the  best  interests  of  low  income  uninsured  and 
underinsured  persons. 

(b)  The  uncompensated  care  trust  fund  shall  consist  of  all 
amounts  paid  by  acute  hospitals  and  third  party  contributors  for 
the  purposes  of  the  uncompensated  care  pool  pursuant  to  this 
section  and  section  eighteen  A;  all  appropriations  for  the 
purpose  of  uncompensated  acute  hospital  care  or  uncompensated 
community  health  center  care;  any  sums  paid  by  acute  hospitals 
pursuant  to  section  fifty-six  of  chapter  four  hundred  and 
ninety-five  of  the  acts  of  nineteen  hundred  and  ninety-one;  all 
property  and  securities  acquired  by  and  through  the  use  of  monies 
belonging  to  the  trust  fund  and  all  interest  thereon;  less 
payments  therefrom  for  the  purposes  of  the  uncompensated  care 
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pool  and  amounts  appropriated  for  deposit  in  the  separate 
MassHealth  account  established  by  subsection  (c) .   All  interest 
earned  on  the  amounts  in  said  trust  fund  shall  be  deposited  or 
retained  in  said  trust  fund.   The  commissioner  shall  from  time  to 
time  requisition  from  said  trust  fund  such  amounts  as  the 
commissioner  deems  necessary  to  meet  the  current  obligations  of 
the  division  for  the  purposes  of  said  trust  fund  and  estimated 
obligations  for  a  reasonable  future  period. 

(c)  Within  said  trust  fund,  the  division  shall  establish  a 
separate  account  for  the  insurance  reimbursement  component  of  the 
MassHealth  demonstration  program  established  by  section  nine  C  of 
chapter  one  hundred  and  eighteen  E.  This  separate  account  shall 
consist  of  amounts  from  the  uncompensated  care  trust  fund  which 
are  appropriated  for  deposit  into  this  account,  and  any  federal 
funds  transferred,  by  appropriation,  from  the  assistance  fund 
established  by  section  two  FF  of  chapter  twenty-nine  for  deposit 
into  this  account.  The  division  shall  administer  this  account  and 
disburse  funds  from  this  account,  subject  to  appropriation,  for 
the  purposes  of  said  insurance  reimbursement  component  of  the 
MassHealth  program.  Funds  deposited  in  this  account  shall  be  kept 
separate  and  not  be  commingled  with  funds  of  the  uncompensated 
care  pool  established  pursuant  to  subsection  (d) ,  and  shall  be 
the  sole  source  of  appropriations  made  for  the  MassHealth  program 
established  by  said  section  nine  C  of  chapter  one  hundred  and 
eighteen  E. 

(d)  Within  said  trust  fund,  the  division  shall  administer  an 
uncompensated  care  pool  consisting  of  revenues  produced  by  acute 
hospital  assessments  and  third  party  contributor  assessments 
calculated  by  the  division  pursuant  to  this  section  and  section 
eighteen  A  and  all  appropriations  for  the  purpose  of 
uncompensated  acute  hospital  care  or  uncompensated  community 
health  center  care  including,  but  not  limited  to,  federal  funds 
made  available  for  uncompensated  care  payments  to  certain  acute 
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hospitals  as  may  be  appropriated  from  the  General  Fund  or  any 
other  fund.  For  purposes  of  this  paragraph,  "revenues  produced  by 
acute  hospital  assessments"  shall  equal  the  value  of  and  have  the 
same  meaning  as  "acute  hospitals'  liability  to  the  pool"  as 
established  pursuant  to  subsection  (e)  and  "revenues  produced  by 
third  party  contributor  assessments"  shall  equal  the  value  of  and 
have  the  same  meaning  as  "third  party  contributors'  liability  to 
the  pool"  as  established  pursuant  to  section  eighteen  A.   Amounts 
placed  in  the  uncompensated  care  trust  fund,  except  for  amounts 
appropriated  for  deposit  into  the  separate  MassHealth  account 
established  in  subsection  (c) ,  shall  be  expended  by  the  division 
for  the  purposes  of  the  uncompensated  care  pool.  The  division  may 
expend  up  to  five  million  dollars  annually  to  be  used  for 
demonstration  projects  where  the  division  finds  that  these 
programs  will  reduce  the  obligations  of  the  uncompensated  care 
pool  for  free  care  by  at  least  the  amount  to  be  expended  on  these 
programs.  The  division  shall  administer  the  uncompensated  care 
pool  and  require  payments  to  the  pool  and  disburse  funds  from  the 
pool  consistent  with  the  third  party  contributor's  and  acute 
hospital's  liability  to  the  pool  and  the  pool's  liability  to  the 
acute  hospital  or  the  community  health  center.  The  division  shall 
specify  by  regulation  appropriate  mechanisms  that  provide  for 
interim  determination  and  payment  of  a  third  party  contributor's 
liability  to  the  pool  and  an  acute  hospital's  liability  to  and 
from  the  pool  during  each  fiscal  year  and  for  final  settlement  of 
the  pool  for  each  fiscal  year.  The  division  may  calculate  final 
settlements  when  it  determines  that  data  for  a  fiscal  year  are 
substantially  complete  and  that  further  refinements  would  not 
materially  affect  the  calculation.  The  division  may  incorporate 
final  settlement  amounts  by  prospective  adjustment  of  acute 
hospitals'  and  third  party  contributors'  liability  rather  than  by 
retrospective  payments  or  assessments. 
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(e)  An  acute  hospital's  liability  to  the  pool  shall  equal 
the  product  of  (1)  the  ratio  of  its  private  sector  charges  to  all 
acute  hospitals'  private  sector  charges;  and  (2)  the  private 
sector  liability  to  the  uncompensated  care  pool  as  determined  by 
law  less  the  third  party  contributor  liability  established 
pursuant  to  section  eighteen  A.  Before  October  first  of  each 
year,  the  division  shall  establish  each  acute  hospital's 
liability  to  the  pool  using  the  best  data  available,  as 
determined  by  the  division.   The  division  shall  update  each  acute 
hospital's  liability  to  the  pool  as  updated  information  becomes 
available.   For  any  fiscal  year,  an  acute  hospital's  final 
liability  to  said  pool  shall  be  calculated  in  accordance  with 
subsection  (d) . 

(f)  An  acute  hospital's  liability  to  the  pool  shall  in  the 
case  of  a  transfer  of  ownership  be  assumed  by  the  successor  in 
interest  to  the  acute  hospital. 

(g)  The  division  shall  establish  by  regulation  an 
appropriate  mechanism  for  enforcing  an  acute  hospital's 
obligation  to  the  pool  in  the  event  that  an  acute  hospital  does 
not  make  a  scheduled  payment  to  the  pool.   Such  enforcement 
mechanism  may  include  assessment  of  a  surcharge  on  the  unpaid 
liability  at  a  rate  not  to  exceed  an  annual  percentage  rate  of 
eighteen  percent  and  late  fees  or  penalties  at  a  rate  not  to 
exceed  five  percent  per  month.  Such  enforcement  mechanism  may 
also  include  notification  to  the  division  of  medical  assistance 
requiring  an  offset  of  payments  on  the  Title  XIX  claims  of  the 
acute  hospital,  any  health  care  provider  under  common  ownership 
with  the  acute  hospital  or  any  successor  in  interest  to  the  acute 
hospital,  from  the  division  of  medical  assistance  in  the  amount 
of  payment  owed  to  the  pool  including  any  surcharges,  and  to 
transfer  the  withheld  funds  into  said  pool.   If  the  division  of 
medical  assistance  offsets  claims  payments  as  ordered  by  the 
division,  it  shall  be  deemed  not  to  be  in  breach  of  contract  or 
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any  other  obligation  for  payment  of  non-contracted  services,  and 
providers  to  which  payment  is  offset  under  order  of  the  division 
shall  serve  all  Title  XIX  recipients  in  accordance  with  the 
contract  then  in  effect  with  the  division  of  medical  assistance, 
or,  in  the  case  of  a  non-contracting  or  disproportionate  share 
hospital,  in  accordance  with  its  obligation  for  providing 
services  to  Title  XIX  recipients  pursuant  to  this  chapter.   In  no 
event  shall  the  division  direct  the  division  of  medical 
assistance  to  offset  claims  unless  the  acute  hospital  has 
maintained  an  outstanding  obligation  to  the  uncompensated  care 
pool  for  a  period  longer  than  forty-five  days  and  has  received 
proper  notification  of  the  division's  intention  in  accordance 
with  regulations  of  the  division. 

(h)  The  pool's  liability  to  an  acute  hospital  shall  be 
calculated  periodically  by  the  division  based  on  the  best  data 
available.   Such  data  shall  include,  but  not  be  limited  to, 
allowable  free  care  charges  as  determined  by  the  division  and  the 
cost-to-charge  ratio  calculated  by  the  division  for  each  acute 
hospital.   The  division  shall  specify  by  regulation  an 
appropriate  mechanism  for  interim  determination  and  payment  of  an 
acute  hospital's  liability  to  said  pool.   The  final  settlement  of 
the  pool's  liability  to  a  hospital  shall  equal  the  product  of 
allowable  actual  free  care  charges,  adjusted  for  any  audit 
findings,  multiplied  by  its  final  cost-to-charge  ratio.  The 
division  shall  calculate  for  each  acute  hospital  a  cost  to  charge 
ratio  to  determine  the  uncompensated  care  pool's  liability  to  the 
acute  hospital.   In  the  case  of  non-disproportionate  share 
hospitals,  such  calculation  shall  represent  the  ratio  of  the 
reasonable  actual  costs  of  patient  care  services,  as  determined 
by  the  division,  to  gross  patient  service  revenue  for  the  most 
recent  year  for  which  audited  financial  statements  for  the 
hospital  are  available.   In  the  case  of  disproportionate  share 
hospitals,  such  calculation  shall  represent  the  ratio  of  the 
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hospital's  reasonable  financial  requirements,  as  determined  by 
the  division,  to  gross  patient  service  revenue  for  the  most 
recent  year  for  which  audited  financial  statements  for  such 
hospital  are  available.   The  division  shall,  throughout  the  year, 
update  each  acute  hospital's  ratio  in  the  event  more  current 
audited  financial  statement  information  becomes  available.   Said 
division  shall  further  establish,  for  each  non-disproportionate 
share  acute  hospital  for  any  given  fiscal  year,  a  final  ratio 
using  the  reasonable  costs  for  patient  care  services  and  gross 
patient  service  revenues  as  appearing  in  the  audited  financial 
statements  for  the  fiscal  year.   For  disproportionate  share 
hospitals,  said  division  shall  establish  a  final  ratio  based  upon 
its  reasonable  financial  requirements,  as  defined  by  the 
division,  and  actual  gross  patient  service  revenues  as  appearing 
in  the  audited  financial  statements  for  the  fiscal  year.  The 
final  settlement  of  the  pool's  liability  to  an  acute  hospital 
shall  be  calculated  in  accordance  with  subsection  (d) .  The  pool's 
liability  to  a  community  health  center  shall  be  calculated 
periodically  by  the  division  based  on  the  best  data  available  as 
determined  by  the  division.   Such  data  shall  include,  but  not  be 
limited  to,  allowable  free  care  charges  as  determined  by  the 
division  and  the  rates  established  by  the  division  to  be  paid  for 
free  care  services.  Such  rates  shall  represent  the  community 
health  center's  reasonable  financial  requirements,  as  determined 
by  the  division. 

(i)  The  division  shall  manage  the  pool  in  order  to  encourage 
maximum  efficiency  and  appropriateness  in  the  utilization  of 
services.  The  division  shall  promulgate  regulations  detailing  the 
definition  of  free  care,  including  but  not  limited  to  defining 
the  qualifications  of  eligible  persons  and  the  scope  of  eligible 
services,  setting  standards  for  reasonable  efforts  to  notify 
uninsured  or  underinsured  persons  of  the  various  insurance 
options  as  well  as  the  availability  of  free  care,  setting 
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standards  for  reasonable  efforts  to  collect  costs  of  emergency 
care  and  setting  standards  to  determine  medical  hardship.  Said 
regulations  shall  include  provision  for  the  review  of 
determinations  of  eligibility  for  free  care  and  the  establishment 
of  penalties  for  acute  hospitals  or  community  health  centers 
which  upon  audit  show  an  excessive  rate  of  incorrect  eligibility 
determinations.  The  division  shall  adopt  regulations  prohibiting 
payments  from  the  pool  for  non-urgent  and  non-emergent  health 
care  which  is  provided  to  residents  of  other  states  and  foreign 
countries.  The  division  may  require  utilization  review  in 
accordance  with  section  six.  After  consultation  with  consumer 
representatives  and  representatives  of  acute  hospitals  and 
community  health  centers,  the  division  shall  develop  programs  and 
guidelines  to  encourage  maximum  enrollment  of  pool  beneficiaries 
into  health  care  plans  and  programs  of  health  insurance  offered 
by  public  and  private  sources,  and  to  assure  that  care  is 
provided  at  the  most  appropriate  setting  through  coordinating 
care  and  directing  primary  care  to  community  health  centers.  Such 
programs  and  guidelines  shall  not  deny  payments  on  the  ground 
that  services  should  have  been  provided  in  a  more  appropriate 
setting  if  the  hospital  was  required  to  provide  such  services 
pursuant  to  42  U.S.C.  1395(dd).  The  division  may  adopt 
regulations  requiring  disproportionate  share  hospitals  to  use  a 
portion  of  payments  received  from  the  pool  to  reimburse 
physicians  for  the  costs  of  free  care  which  such  physicians 
provide  in  such  hospitals.  In  adopting  regulations  under  this 
subsection,  the  division  shall  consult  and  work  cooperatively 
with  representatives  of  low  income  uninsured  and  underinsured 
persons,  health  care  providers  who  provide  health  care  to  such 
persons,  and  others  with  an  interest  in  access  to  such  care, 
(j)  The  division  shall  also  adopt  any  other  regulations 
necessary  to  manage  said  pool  including,  but  not  limited  to, 
regulations  requiring  data  submissions,  regulations  providing 
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audit  standards  for  said  pool,  regulations  establishing 
enforcement  mechanisms  consistent  with  this  section,  and 
regulations  containing  reasonable  controls  on  utilization.  The 
division  shall  require  acute  hospitals  and  community  health 
centers  to  submit  data  that  the  division  determines  necessary  to 
efficiently  and  effectively  administer  the  uncompensated  care 
pool.  These  data  may  include  but  are  not  limited  to  charge,  type 
of  service  provided,  patient  age,  patient  sex,  diagnosis,  write- 
off amounts,  unique  patient  identifiers  and  other  such  data  that 
would  enable  the  division  to  conduct  analyses,  verify  eligibility 
and  calculate  settlements  on  a  case  by  case  basis.   The  division 
will  consider  all  available  options  for  collecting  these  data, 
including  claims  and  electronic  data  submission,  and  will 
implement  the  most  efficient  and  effective  method  after 
consultation  with  interested  parties.  If  the  division  finds  that 
hospitals  are  not  complying  with  the  data  submission  requirements 
or  if  the  data  submitted  are  not  sufficient  to  enable  the 
division  to  verify  eligibility  and  calculate  settlements  on  a 
case  by  case  basis,  the  division  may  adopt  regulations  providing 
for  a  claims  adjudication  process  for  payments  from  the 
uncompensated  care  pool.  Such  claims  adjudication  process  shall 
maximize  administrative  simplicity  to  the  extent  practicable  and 
shall  not  significantly  delay  cash  flow  from  the  pool.  The 
division  shall  consult  with  interested  parties  including  the 
Massachusetts  Hospital  Association  in  developing  the  methodology 
for  such  claims  adjudication  process  and  shall  submit  the 
methodology  to  the  joint  committee  on  health  care  ninety  days  in 
advance  of  adopting  such  regulations.  The  division  will  analyze 
the  data  collected  under  this  section  in  conjunction  with  any 
other  pertinent  data  to  determine  the  demographic  characteristics 
and  the  clinical  and  social  needs  of  free  care  recipients.  If 
this  analysis  indicates  that  one  or  more  managed  care  or  case 
management  programs  would  better  meet  the  needs  of  low  income 
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individuals,  the  division  will  consult  with  representatives  of 
the  uninsured  and  underinsured  and  the  providers  who  serve  them 
and  other  interested  parties  regarding  the  potential  for  managed 
care  or  case  management  approaches  to  improve  care  provided  under 
the  pool.  If  such  approaches  would  improve  care,  the  division  may 
contract  with  one  or  more  health  care  providers  or  managed  care 
providers  to  provide  services  to  individuals  eligible  for  free 
care;  provided  that  no  such  contract  shall  be  awarded  unless  and 
until  the  division  makes  a  finding  that  the  cost  of  such  contract 
does  not  exceed  the  amounts  that  would  otherwise  have  been 
expended  on  free  care  for  these  individuals;  and  provided  further 
that  the  expenditures  for  such  contracts  shall  not  exceed  five 
million  dollars  in  fiscal  year  nineteen  hundred  and  ninety-eight 
and  ten  million  dollars  in  fiscal  year  nineteen  hundred  and 
ninety-nine. 

(k)  The  division  shall  promulgate  regulations  to  develop  and 
implement  methods  and  procedures  to  verify  the  eligibility  of 
individuals  for  free  care  and  to  ensure  that  other  coverage 
options  are  utilized  fully  before  free  care  is  granted.  These 
systems  may  include  but  are  not  limited  to  investigation  and 
recovery  of  third  party  liabilities,  and  penalties  for  non- 
compliance. The  division  shall  compile  and  maintain  a  catalog  of 
program  information  for  all  programs  of  health  care  coverage  for 
low  income  persons  including  those  sponsored  by  public  and 
private  organizations.  The  catalog  shall  include,  at  a  minimum, 
eligibility  criteria,  benefits  and  services  offered,  enrollment 
procedures  and  information  necessary  for  contact  and  follow-up. 
The  division  shall  ensure  that  if  free  care  is  granted  for  the 
copayment  and  deductible  of  an  eligible  person  with  other 
coverage,  no  payments  are  made  from  the  uncompensated  care  pool 
which  would  cause  the  total  payment  to  the  provider  to  exceed  the 
applicable  rates  for  free  care  services.  The  division  shall 
refuse  to  allow  payments  or  shall  disallow  payments  to  acute 
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hospitals  and  community  health  centers  for  free  care  provided  to 
individuals  if  reimbursement  is  available  from  other  public  or 
private  sources  including,  but  not  limited  to,  the  medicare 
program,  or  if  the  individual  is  not  eligible  for  free  care.  The 
division  shall  require  acute  hospitals  and  community  health 
centers  to  screen  each  free  care  applicant  for  other  sources  of 
coverage  and  for  potential  eligibility  for  government  programs, 
and  to  document  the  results  of  such  screening.  If  an  acute 
hospital  or  community  health  center  determines  that  an  applicant 
is  potentially  eligible  for  Medicaid  or  another  government 
program,  said  acute  hospital  or  community  health  center  shall 
assist  the  applicant  in  applying  for  benefits  under  such  program. 
The  division  shall  audit  free  care  accounts  of  acute  hospitals 
and  community  health  centers  to  determine  compliance  with  this 
section  and  shall  deny  pool  payment  for  any  audited  account  for 
any  acute  hospital  or  community  health  center  that  fails  to 
document  compliance  with  this  section. 

(1)  The  division  may  enter  into  interagency  agreements  with 
the  department  of  revenue  to  verify  income  data  for  recipients  of 
free  care.  Such  written  agreements  shall  include  provisions 
permitting  the  division  to  provide  a  list  of  persons  receiving  or 
applying  for  free  care,  including  any  applicable  members  of  the 
households  of  such  recipients  or  applicants  which  would  be 
counted  in  determining  eligibility,  and  to  furnish  relevant 
information  including  but  not  limited  to  name,  social  security 
number,  if  available,  and  other  data  required  to  assure  positive 
identification.  Such  written  agreements  shall  include  provisions 
permitting  the  department  of  revenue  to  examine  the  data 
available  under  the  wage  reporting  system  established  under 
section  three  of  chapter  sixty-two  E  and  make  positive 
identification  of  cases  in  which  recipients  or  applicants  for 
free  care,  individually  or  as  part  of  a  household  unit,  are 
receiving  wages  in  excess  of  any  threshold  eligibility 
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requirements  established  by  the  division.  The  department  of 
revenue  is  authorized  to  furnish  the  division  with  information  on 
the  cases  of  persons  so  identified,  including  but  not  limited  to 
the  name,  social  security  number  and  other  data  to  ensure 
positive  identification,  name  and  identification  number  of 
employer,  and  amount  of  wages  received.  The  division  may  inform 
acute  hospitals  and  community  health  centers  only  of  an 
individual's  eligibility  or  non-eligibility  for  free  care  based 
on  information  obtained  from  the  department  of  revenue,  but  may 
not  release  any  specific  information  concerning  the  individual. 

(m)  The  division  shall  deposit  any  amounts  received  pursuant 
to  chapter  sixty-two  D  in  the  uncompensated  care  trust  fund  to 
reimburse  the  uncompensated  care  pool  for  expenditures  made  for 
persons  who  received  free  care  through  the  uncompensated  care 
pool  and  who  upon  review  did  not  meet  the  applicable  income 
standards  for  receiving  such  free  care. 

(n)  The  division  shall  not  at  any  time  make  payments  from 
the  pool  for  any  period  in  excess  of  amounts  that  have  been  paid 
into  or  are  available  in  the  pool  for  such  period;  provided, 
however,  that  the  division  may  temporarily  prorate  payments  from 
the  pool  for  cash  flow  purposes.   In  the  event  that  after  making 
allowable  free  care  payments  to  community  health  centers,  there 
exists  a  shortfall  of  pool  revenue,  excluding  any  revenue  in  the 
separate  MassHealth  account,  in  any  fiscal  year  to  cover 
allowable  free  care  payments  to  acute  hospitals,  the  division 
shall  allocate  such  payments  so  that  those  acute  hospitals  with 
the  greatest  proportional  requirement  for  pool  income  shall 
receive  a  greater  proportional  payment  from  the  pool.  In  the 
event  that  there  exists  a  surplus  of  pool  revenue,  excluding  any 
revenue  in  the  separate  MassHealth  account,  in  any  fiscal  year 
over  that  necessary  to  cover  allowable  free  care  payments,  the 
division  shall  apply  such  surplus  to  allowable  free  care  payments 
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for  any  succeeding  fiscal  year  in  which  there  is  a  shortfall  of 
pool  revenue . 


Section  18A.  (a)  A  third  party  contributor's  liability  to 
the  uncompensated  care  pool  established  under  section  eighteen 
shall  equal  the  product  of  (1)  the  uniform  third  party 
contributor  percentage  and  (2)  the  aggregate  amounts  paid, 
directly  or  indirectly,  by  the  third  party  contributor  to  acute 
hospitals  and  ambulatory  surgical  centers  for  services  provided 
to  eligible  beneficiaries  on  or  after  the  effective  date  of  this 
section.  This  liability  shall  be  distinct  from  any  other  payment 
for  services  to  acute  hospitals  or  ambulatory  surgical  centers. 
The  division  shall  determine  the  uniform  third  party  contributor 
percentage  by  dividing  one  hundred  million  dollars  by  the 
projected  annual  aggregate  payments,  direct  and  indirect,  by  all 
third  party  contributors  to  acute  hospitals  and  ambulatory 
surgical  centers  for  services  rendered  to  eligible  beneficiaries. 
The  division  shall  determine  the  uniform  third  party  contributor 
percentage  before  October  first  of  each  year,  using  the  best  data 
available  as  determined  by  the  division.  Before  each  succeeding 
October  first,  the  division  shall  redetermine  the  uniform 
contributor  percentage  incorporating  any  adjustments  from  prior 
years.  The  division  shall  incorporate  all  adjustments,  including 
but  not  limited  to  updates  or  corrections  or  final  settlement 
amounts  by  prospective  adjustment  rather  than  by  retrospective 
payments  or  assessments.  For  purposes  of  this  section,  indirect 
payments  by  third  party  contributors  shall  not  include  copayments 
and  deductibles  paid  by  purchasers  who  are  beneficiaries  of  any 
third  party  contributor,  and  eligible  beneficiaries  shall  not 
include  Medicaid  recipients,  persons  enrolled  in  policies  issued 
pursuant  to  chapter  one  hundred  and  seventy-six  K,  or  employees 
of  the  commonwealth  or  its  political  subdivisions. 
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(b)  Each  acute  hospital  and  ambulatory  surgical  center  shall 
bill  each  third  party  contributor,  as  a  separate  and  identifiable 
amount  distinct  from  any  amount  for  services  rendered  to  eligible 
beneficiaries,  an  amount  equal  to  the  third  party  contributor's 
liability  as  described  in  subsection  (a) .  Each  third  party 
contributor  shall  pay  such  billed  liability  to  the  division  for 
deposit  in  the  uncompensated  care  pool.  If  the  division 
determines,  after  consultation  with  representatives  of  third 
party  contributors,  that  another  method  of  collection  such  as 
periodic  billing  by  the  division  on  behalf  of  acute  hospitals  and 
ambulatory  surgical  centers  would  provide  more  administrative 
convenience  and  efficiency  for  third  party  contributors,  it  may 
implement  such  collection  method,  provided  that  acute  hospitals 
and  ambulatory  surgical  centers  have  submitted  all  information 
necessary  for  the  division  to  implement  such  collection  method. 

(c)  For  purposes  of  this  section,  ambulatory  surgical  center 
services  shall  consist  of  those  services  described  for  purposes 
of  the  Medicare  program  pursuant  to  42  USC  1395k (a) (2) (F) (i) . 
These  services  include  facility  services  only  and  do  not  include 
surgical  procedures. 

(d)  The  division  shall  specify  by  regulation  appropriate 
mechanisms  that  provide  for  determination  and  payment  of  a  third 
party  contributor's  liability,  including  requirements  for  data  to 
be  submitted  by  third  party  contributors,  acute  hospitals  and 
ambulatory  surgical  centers. 

(e)  A  third  party  contributor's  liability  to  the  pool  shall 
in  the  case  of  a  transfer  of  ownership  be  assumed  by  the 
successor  in  interest  to  the  third  party  contributor. 

(f)  The  division  shall  establish  by  regulation  an 
appropriate  mechanism  for  enforcing  a  third  party  contributor' s 
obligation  to  the  pool  in  the  event  that  a  third  party 
contributor  does  not  make  a  scheduled  payment  to  the  pool.   Such 
enforcement  mechanism  may  include  assessment  of  a  surcharge  on 
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the  unpaid  liability  at  a  rate  not  to  exceed  an  annual  percentage 
rate  of  eighteen  percent  and  late  fees  or  penalties  at  a  rate  not 
to  exceed  five  percent  per  month.  Such  enforcement  mechanism  may 
also  include  notification  to  the  division  of  medical  assistance 
requiring  an  offset  of  payments  on  the  Title  XIX  claims  of  the 
third  party  contributor,  any  entity  under  common  ownership  or  any 
successor  in  interest  to  the  third  party  contributor,  from  the 
division  of  medical  assistance  in  the  amount  of  payment  owed  to 
the  pool  including  any  surcharges,  and  to  transfer  the  withheld 
funds  into  said  pool.   If  the  division  of  medical  assistance 
offsets  claims  payments  as  ordered  by  the  division,  it  shall  be 
deemed  not  to  be  in  breach  of  contract  or  any  other  obligation 
for  payment  of  non-contracted  services,  and  a  third  party 
contributor  to  which  payment  is  offset  under  order  of  the 
division  shall  serve  all  Title  XIX  recipients  in  accordance  with 
the  contract  then  in  effect  with  the  division  of  medical 
assistance.  In  no  event  shall  the  division  direct  the  division  of 
medical  assistance  to  offset  claims  unless  the  third  party 
contributor  has  maintained  an  outstanding  obligation  to  the 
uncompensated  care  pool  for  a  period  longer  than  forty-five  days 
and  has  received  proper  notification  of  the  division's  intention 
in  accordance  with  regulations  of  the  division. 

(g)   Any  third  party  contributor  that  fails  to  file  any 
data,  statistics  or  schedules  or  other  information  required  under 
this  chapter  or  by  any  regulation  promulgated  by  the  division  or 
which  falsifies  the  same,  shall  be  subject  to  a  civil  penalty  of 
not  more  than  five  thousand  dollars  for  each  day  on  which  such 
violation  occurs  or  continues,  which  penalty  may  be  assessed  in 
an  action  brought  on  behalf  of  the  commonwealth  in  any  court  of 
competent  jurisdiction.   The  attorney  general  shall  bring  any 
appropriate  action,  including  injunctive  relief,  as  may  be 
necessary  for  the  enforcement  of  the  provisions  of  this  chapter. 
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SECTION  12.   For  fiscal  year  nineteen  hundred  and  ninety- two 
only,  an  acute  hospital's  liability  to  the  uncompensated  care 
pool  pursuant  to  section  eighteen  of  chapter  one  hundred  and 
eighteen  G  of  the  General  Laws  shall  equal  the  product  of  the 
uniform  statewide  allowance  previously  in  effect,  multiplied  by 
private  sector  patient  care  costs  established  pursuant  to  the 
most  recent  hospital  agreement.   This  liability  shall  be 
calculated  net  of  all  payments  made  by  the  acute  hospital  to  the 
extent  it  participated  in  the  uncompensated  care  pool  on  a 
voluntary  basis  prior  to  the  calculations  made  in  accordance  with 
chapter  one  hundred  and  eighteen  G.   For  fiscal  year  nineteen 
hundred  and  ninety-two,  payments  by  purchasers  and  third  party 
payers  exclusive  of  Titles  XVIII  and  XIX  and  publicly  aided 
patients  for  purposes  of  said  pool,  shall  be  made  using  the 
allowance  previously  in  effect  and  included  in  charges.  Terms 
used  in  this  section  that  are  defined  in  sections  one  or  eighteen 
of  said  chapter  one  hundred  and  eighteen  G  shall  have  the  same 
definition  as  is  provided  for  in  said  sections  one  or  eighteen. 

SECTION  13.   For  fiscal  year  nineteen  hundred  and  ninety- two  and 
fiscal  year  nineteen  hundred  and  ninety-three,  in  calculating  the 
cost  to  charge  ratio  for  acute  hospitals  pursuant  to  section 
eighteen  of  chapter  one  hundred  and  eighteen  G  of  the  General 
Laws,  the  division  of  health  care  finance  and  policy  shall 
exclude  from  the  numerator  and  the  denominator  private  sector 
charges  attributable  to  non-contracting,  non-insured  individuals 
which  have  exceeded  the  applicable  price  cap  calculated  pursuant 
to  section  fifty-one  of  chapter  four  hundred  and  ninety-five  of 
the  acts  of  nineteen  hundred  and  ninety-one  and  other  private 
sector  charges  in  excess  of  an  acute  hospital's  maximum  gross 
inpatient  service  revenue  limitation  calculated  pursuant  to  said 
section  fifty-one.  Terms  used  in  this  section  that  are  defined  in 
sections  one  or  eighteen  of  said  chapter  one  hundred  and  eighteen 
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G  shall  have  the  same  definition  as  is  provided  for  in  said 
sections  one  or  eighteen. 


SECTION  14.  Notwithstanding  any  general  or  special  law  to  the 
contrary,  for  fiscal  years  prior  to  nineteen  hundred  and  ninety- 
seven,  the  division  of  health  care  finance  and  policy  shall 
expeditiously  complete  all  pertinent  pending  final  settlements  of 
the  uncompensated  care  pool,  using  such  thresholds,  allowances 
and  other  measures  it  deems  necessary,  fair  and  reasonable.  The 
division  shall  specify,  in  regulation,  the  methodology  for 
expediting  such  settlements. 

SECTION  15.  By  October  first,  nineteen  hundred  and  ninety-seven, 
the  division  of  health  care  finance  and  policy  shall  develop 
regulations  to  govern  the  third  party  contributor  assessment 
established  by  section  eighteen  A  of  chapter  one  hundred  and 
eighteen  G  of  the  General  Laws.  By  April  first,  nineteen  hundred 
and  ninety-eight,  the  division  shall  develop  regulations  subject 
to  section  eighteen  of  said  chapter  one  hundred  and  eighteen  G, 
to  define  free  care  and  establish  data  collection  requirements. 
By  October  first,  nineteen  hundred  and  ninety-eight,  the  division 
shall  develop  regulations  subject  to  said  section  eighteen,  to 
provide  for  systems  to  verify  the  eligibility  of  individuals  for 
free  care  and  to  ensure  that  other  coverage  options  are  utilized 
fully  before  free  care  is  granted. 

SECTION  16.  Notwithstanding  any  general  or  special  law  to  the 
contrary,  in  fiscal  years  nineteen  hundred  and  ninety-eight 
through  two  thousand  and  two,  the  division  of  health  care  finance 
and  policy  shall  allocate  two  million  dollars  annually  for  a 
Massachusetts  Fishermen's  Partnership,  Inc.  demonstration  project 
under  subsection  (d)  of  section  eighteen  of  chapter  one  hundred 
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and  eighteen  G  of  the  General  Laws,  provided  that  such 
demonstration  project  otherwise  meets  the  requirements  of  said 
subsection  (d) . 

SECTION  17.  The  division  of  health  care  finance  and  policy  shall 
monitor  the  operation  of  the  uncompensated  care  pool,  including 
the  liabilities  of  acute  hospitals  and  third  party  contributors 
and  the  persons  and  services  which  qualify  for  free  care.  The 
division  shall  file  quarterly  reports  with  the  executive  office 
of  health  and  human  services  and  the  joint  committee  on  health 
care  concerning  utilization  of  the  uncompensated  care  pool 
including  but  not  limited  to  number  of  inpatient  admissions  and 
outpatient  visits  by  age  category,  income  category,  diagnostic 
category,  and  average  charge  per  admission.  The  division  shall 
file  reports  every  six  months  with  the  executive  office  of  health 
and  human  services  and  the  joint  committee  on  health  care 
concerning  its  estimates  of  the  demand  for  and  supply  of 
uncompensated  care  pool  revenue  in  the  current  and  upcoming 
fiscal  years.  The  division  shall  notify  the  executive  office  of 
health  and  human  services  and  the  joint  committee  on  health  care 
if  at  any  time  the  division  estimates  that  uncompensated  care 
pool  revenue,  excluding  any  revenue  in  the  separate  MassHealth 
account,  in  any  fiscal  year  falls  below  seventy-five  percent  of 
allowable  free  care  costs  as  reviewed  and  adjusted  by  the 
division. 

SECTION  18.  Nothing  in  this  act  shall  be  construed  to  require  any 
acute  hospital  or  community  health  center  to  take  any  action 
which  would  be  inconsistent  with  the  provisions  of  subsection  (d) 
of  section  432  of  the  Personal  Responsibility  and  Work 
Opportunity  Act  (8  U.S.C.  1642(d)),  as  inserted  by  section  508  of 
the  Omnibus  Consolidated  Appropriations  Act  of  1997. 
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SECTION  19.  If  at  any  time  the  division  of  health  care  finance 
and  policy  estimates  and  certifies  to  the  executive  office  of 
human  services  and  the  joint  committee  on  health  care  that  the 
uncompensated  care  pool  revenue,  excluding  any  revenue  in  the 
separate  MassHealth  account,  is  less  than  seventy-five  percent  of 
allowable  free  care  cost,  or  that  the  uncompensated  care  pool 
revenue,  excluding  any  revenue  in  the  separate  MassHealth 
account,  is  greater  than  one  hundred  and  twenty-five  percent  of 
allowable  free  care  cost,  the  special  commission  established  by 
section  thirty  of  chapter  two  hundred  and  three  of  the  acts  of 
nineteen  hundred  and  ninety-six  shall  be  revived  under  the  same 
terms.  Said  commission  shall  have  three  months  to  file  its  report 
including  any  proposed  legislation  with  the  clerks  of  the  senate 
and  the  house  of  representatives  and  with  the  governor. 

SECTION  20.    For  each  state  fiscal  year  beginning  with  fiscal 
year  nineteen  hundred  and  ninety-eight  and  ending  with  the  fiscal 
year  in  which  this  act  expires,  the  private  sector  liability  of 
purchasers  and  third  party  payers  to  the  uncompensated  care  trust 
fund  established  pursuant  to  section  eighteen  of  chapter  one 
hundred  and  eighteen  G  of  the  General  Laws  shall  be  three  hundred 
and  fifteen  million  dollars.   For  state  fiscal  years  nineteen 
hundred  and  ninety-eight  through  two  thousand  and  two,  subject  to 
appropriation,  thirty  million  dollars  generated  by  federal 
financial  participation  made  available  under  Title  XIX  of  the 
Social  Security  Act  to  reimburse  the  costs  of  said  trust  fund  for 
disproportionate  share  hospitals  shall  be  deposited  into  said 
trust  fund. 

SECTION  21.  (a)  If  the  attorney  general  of  the  commonwealth 
certifies  that  a  court  of  competent  jurisdiction  has  issued  an 
adjudication  on  the  merits  invalidating  or  otherwise  precluding 
third  party  contributor  assessments  pursuant  to  said  section 
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eighteen  A,  or  a  court  has  temporarily  restrained  any  provision 
relating  to  such  third  party  contributor  assessments  pending  the 
results  of  litigation,  or  a  court  has  ordered  that  such 
assessments  may  or  shall  be  placed  in  escrow  or  not  actually 
remitted  pending  the  results  of  litigation,  and  a  stay  of  any 
such  orders  has  not  been  granted  within  thirty  days  of  the 
issuance  of  any  such  order,  such  that  the  uncompensated  care 
trust  fund  established  pursuant  to  section  eighteen  of  chapter 
one  hundred  and  eighteen  G  of  the  General  Laws  will  not  receive 
funds  from  one  or  more  third  party  contributors  pursuant  to 
section  eighteen  A  of  said  chapter  one  hundred  and  eighteen  G, 
then  the  provisions  of  said  section  eighteen  A  shall  have  no 
force  or  effect  unless  and  until  such  time  that  said  attorney 
general  certifies  that  a  court  of  competent  jurisdiction  has 
finally  adjudicated  the  validity  and  enforceability  of  said 
section  eighteen  A. 

(b)  If  said  certification  is  made  pursuant  to  subsection 
(a) ,  the  special  commission  established  by  section  thirty  of 
chapter  two  hundred  and  three  of  the  acts  of  nineteen  hundred  and 
ninety-six  shall  be  revived  under  the  same  terms.  Said  commission 
shall  have  three  months  to  file  its  report  including  any  proposed 
legislation  with  the  clerks  of  the  senate  and  the  house  of 
representatives  and  with  the  governor. 

(c)  If  said  section  eighteen  A  is  determined  not  to  be  in 
effect  pursuant  to  the  operation  of  this  section,  then  from  the 
date  of  the  certification  by  the  attorney  general  until  the  next 
following  thirtieth  day  of  September,  the  liability  of  an  acute 
hospital  to  the  uncompensated  care  pool  established  by  section 
eighteen  of  said  chapter  one  hundred  and  eighteen  G  shall  consist 
of  (1)  the  assessment  on  the  acute  hospital  pursuant  to  said 
section  eighteen,  calculated  by  multiplying  (i)  the  ratio  of  its 
private  sector  charges  to  all  acute  hospitals'  private  sector 
charges  by  (ii)  one-half  the  private  sector  liability  to  the 
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uncompensated  care  pool  as  determined  by  law,  and  (2)  the 
proceeds  of  a  separate  and  identifiable  uncompensated  care  fee 
which  shall  be  assessed  by  acute  hospitals  on  all  accounts 
charged  to  third  party  contributors,  distinct  from  any  other 
payment  for  services  to  acute  hospitals.  Such  uncompensated  care 
fee  shall  equal  the  product  of  the  uncompensated  care  percentage 
and  the  aggregate  amounts  paid,  directly  or  indirectly,  by  third 
party  contributors  to  acute  hospitals  for  services  provided  to 
eligible  beneficiaries.  Such  uncompensated  care  percentage  shall 
equal  (i)  one-half  the  private  sector  liability  to  the 
uncompensated  care  pool  as  determined  by  law  divided  by  (ii)  the 
projected  annual  aggregate  payments,  direct  or  indirect,  by  all 
third  party  contributors  to  acute  hospitals  for  services  rendered 
to  eligible  beneficiaries.  The  proceeds  of  such  fees  shall  be 
deposited  in  the  uncompensated  care  trust  fund  established 
pursuant  to  said  section  eighteen. 

(d)  During  any  remaining  period  in  which  said  section 
eighteen  fr   is  not  in  effect  pursuant  to  the  operation  of  this 
section,  the  liability  of  acute  hospitals  to  the  uncompensated 
care  trust  fund  established  by  section  eighteen  of  said  chapter 
one  hundred  and  eighteen  G  shall  equal  the  proceeds  of  a  separate 
and  identifiable  uncompensated  care  fee  which  shall  be  assessed 
by  acute  hospitals  on  all  accounts  charged  to  third  party 
contributors,  distinct  from  any  other  payment  for  services  to 
acute  hospitals.  Such  uncompensated  care  fee  shall  equal  the 
product  of  the  uncompensated  care  percentage  and  the  aggregate 
amounts  paid,  directly  or  indirectly,  by  third  party  contributors 
to  acute  hospitals  for  services  provided  to  eligible 
beneficiaries.  Such  uncompensated  care  percentage  shall  equal  (i) 
the  private  sector  liability  to  the  uncompensated  care  pool  as 
determined  by  law  divided  by  (ii)  the  projected  annual  aggregate 
payments,  direct  or  indirect,  by  all  third  party  contributors  to 
acute  hospitals  for  services  rendered  to  eligible  beneficiaries. 
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Said  division  shall  determine  the  uniform  uncompensated  care 
percentage  before  October  first  of  each  year,  using  the  best  data 
available  as  determined  by  the  division.  Before  each  succeeding 
October  first,  the  division  shall  redetermine  the  uniform 
uncompensated  care  percentage,  prospectively  incorporating  any 
adjustments  from  prior  years.  The  proceeds  of  such  fees  shall  be 
deposited  in  the  uncompensated  care  trust  fund  established 
pursuant  to  said  section  eighteen. 

(e)  Terms  used  in  this  section  that  are  defined  in  sections 
one  or  eighteen  of  chapter  one  hundred  and  eighteen  G  of  the 
General  Laws  shall  have  the  same  definition  as  is  provided  for  in 
said  sections  one  or  eighteen.  For  purposes  of  this  section, 
indirect  payments  by  third  party  contributors  shall  not  include 
copayments  and  deductibles  paid  by  purchasers  who  are 
beneficiaries  of  any  third  party  contributor,  and  eligible 
beneficiaries  shall  not  include  Medicaid  recipients,  persons 
enrolled  in  policies  issued  pursuant  to  chapter  one  hundred  and 
seventy-six  K,  or  employees  of  the  commonwealth  or  its  political 
subdivisions. 

(f)  The  division  of  health  care  finance  and  policy  shall 
adopt  emergency  regulations  to  implement  the  provisions  of  this 
section. 

SECTION  22.   The  second  sentence  of  section  2FF  of  chapter  29  of 
the  general  laws,  as  inserted  by  section  2  of  chapter  203  of  the 
acts  of  1996,  is  hereby  amended  by  striking  clause  (b)  and 
inserting  in  place  thereof  the  following :- 

(b)  any  appropriations  transferred  to  said  fund  pursuant  to 
the  provisions  of  subsection  nine  of  section  nine  B  of  chapter 
one  hundred  and  eighteen  E,  any  federal  reimbursement  received 
for  medical  benefits  provided  to  expansion  beneficiaries  as 
defined  by  subsection  two  of  section  nine  A  of  said  chapter  one 
hundred  and  eighteen  E,  any  federal  reimbursement  received  for 
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benefits  and  payments,  provided  pursuant  to  section  nine  C  of 
said  chapter  one  hundred  and  eighteen  E,  any  other  appropriations 
or  monies  made  available  by  the  general  court  for  the  purposes  of 
the  demonstration  project  known  as  MassHealth  established 
pursuant  to  said  sections  nine  A  and  nine  C  of  chapter  one 
hundred  and  eighteen  E,  and  any  premiums,  grants,  gifts,  or  other 
contributions  explicitly  made  to  said  fund;  and  (c)  any  income 
derived  from  the  investment  of  amounts  credited  to  said  fund. 

SECTION  23.  The  third  sentence  of  said  section  2FF  is  hereby 
further  amended  by  striking  clause  (a)  and  inserting  in  place 
thereof  the  following: - 

(a)  the  provision  of  medical  benefits  to  expansion 
beneficiaries  pursuant  to  section  nine  A  of  chapter  one  hundred 
and  eighteen  E  and  deposit  into  the  separate  account,  established 
by  paragraph  (c)  of  section  eighteen  of  chapter  one  hundred  and 
eighteen  G,  within  the  Uncompensated  Care  Trust  Fund  administered 
by  the  division  of  health  care  finance  and  policy; 

SECTION  24.   Clause  (9)  of  subsection  (b)  of  section  21  of 
chapter  62C  of  the  General  Laws,  as  appearing  in  the  1994 
Official  Edition,  is  hereby  amended  by  inserting,  in  line  37, 
after  the  word  "welfare",  the  following :- 
or  commissioner  of  medical  assistance 

SECTION  25.  Clause  (9)  of  subsection  (b)  of  section  21  of  said 
chapter  62C  is  hereby  further  amended  by  inserting,  in  line  42, 
after  the  word  "welfare",  the  following: 

or  the  division  of  medical  assistance 

SECTION  26.   Chapter  one  hundred  and  eighteen  E  of  the  general 
laws,  as  amended  by  section  14  of  chapter  203  of  the  acts  of 
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1996,  is  hereby  amended  by  adding  after  section  nine  B  the 
following  section: - 

Section  9C.  (1)  The  division  may,  subject  to  appropriation 
and  the  provisions  of  this  section,  establish  an  insurance 
reimbursement  program  for  certain  employees  and  employers,  which 
shall  consist  of  the  following  three  programs;  provided  that 
aggregate  expenditures  for  these  programs  shall  not  exceed  ten 
million  dollars  in  fiscal  year  nineteen  hundred  and  ninety-nine, 
and  shall  not  exceed  one  hundred  and  twenty  million  dollars  in 
any  fiscal  year  thereafter: 

(A)  An  employee  subsidy  program  for  eligible  employees 
who  meet  the  income  and  other  eligibility  requirements  set  forth 
in  this  section  and  in  regulations  promulgated  by  the  division, 
if  their  eligible  employer  provides  to  said  employees  qualified 
medical  insurance  that  meets  standards  established  by  the 
commissioner  of  insurance  under  regulations  promulgated  pursuant 
to  section  three  C  of  chapter  one  hundred  and  seventy-five, 
provided  the  eligible  employer  pays  fifty  percent  or  more  of  the 
premium  cost  of  such  qualified  medical  insurance.  The  subsidy 
program  shall  provide  assistance  to  or  on  behalf  of  the  eligible 
employees  who  meet  the  income  and  other  eligibility  requirements 
set  forth  in  this  section  and  regulations  promulgated  by  the 
division,  for  the  purpose  of  reducing  or  eliminating  the  amount 
of  contribution  by  said  employees  to  the  cost  of  qualified 
medical  insurance  purchased  by  their  eligible  employer.  The 
amount  of  said  subsidies  may  vary  with  the  contribution  of  said 
employees  to  the  cost  of  their  qualified  medical  insurance,  and 
with  the  income  of  said  employees  and  their  families,  in 
accordance  with  one  or  more  sliding  fee  schedules  set  forth  in 
regulations  promulgated  by  the  division. 

(B)  A  subsidy  program  for  the  self-employed  single 
individual  and  the  self-employed  husband  and  wife  who  meet  the 
income  and  other  eligibility  requirements  set  forth  in  this 
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section  and  in  regulations  promulgated  by  the  division,  if  they 
purchase  qualified  medical  insurance  that  meets  standards 
established  by  the  commissioner  of  insurance  under  regulations 
promulgated  pursuant  to  section  three  C  of  chapter  one  hundred 
and  seventy-five.  The  subsidy  program  shall  provide  assistance  to 
or  on  behalf  of  such  persons  who  meet  the  income  and  other 
eligibility  requirements  set  forth  in  this  section  and 
regulations  promulgated  by  the  division,  for  the  purpose  of 
reducing  or  eliminating  the  net  amount  of  payment  by  said  persons 
for  their  purchase  of  qualified  medical  insurance.  The  amount  of 
said  subsidies  may  vary  with  the  income  or  insurance  costs  of 
said  persons  and  their  families  in  accordance  with  one  or  more 
sliding  fee  schedules  set  forth  in  regulations  promulgated  by  the 
division.  In  establishing  said  program  the  division  may  choose 
various  options,  including  but  not  limited  to,  (i)  said  self- 
employed  subsidy  may  be  for  an  amount  which  incorporates  payments 
otherwise  available  to  such  self-employed  individual  or  spouse 
under  subsection  (5)  of  this  section;  (ii)  the  sliding  fee 
schedules  may  incorporate  such  payments;  or  (iii)  the  sliding  fee 
schedules  may  be  otherwise  adjusted  so  that  the  self-employed 
single  individual  and  self-employed  husband  and  wife  receive 
overall  assistance  comparable,  but  not  necessarily  identical,  in 
its  effect  to  that  received  by  similarly  situated  eligible 
employees  under  the  program  established  under  paragraph  (A)  of 
this  subsection. 

(C)   An  employer  health  care  incentive  program,  which 
shall  make  payments  to  eligible  employers  who  meet  the 
eligibility  requirements  set  forth  in  this  section  and  in 
regulations  promulgated  by  the  division,  for  the  purpose  of 
reducing  the  cost  to  said  employers  of  providing  or  maintaining 
qualified  medical  insurance  for  their  low-income  employees.  Said 
program  shall  be  limited  to  eligible  employers  providing 
qualified  medical  insurance  that  meets  standards  established  by 
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the  commissioner  of  insurance  under  regulations  promulgated 
pursuant  to  section  three  C  of  chapter  one  hundred  and  seventy- 
five,  provided  the  eligible  employer  pays  fifty  percent  or  more 
of  the  premium  cost  of  such  qualified  medical  insurance.  The 
division  may  limit  payments  under  this  program,  using  a 
reasonable  methodology,  in  relation  to  the  participation  of  said 
employer's  employees  in  the  subsidy  program  provided  for  in 
paragraph  (A)  of  this  subsection. 

(2)  The  subsidy  programs  described  in  paragraphs  (A)  and 
(B)  of  the  preceding  subsection  shall  constitute  additional 

medical  benefits  to  expansion  beneficiaries  in  accordance  with 
the  terms  and  conditions  of  a  demonstration  project  as  defined  in 
subsection  (1)  of  section  nine  A  of  this  chapter.  The  division 
may,  subject  to  the  terms  and  conditions  of  said  demonstration 
project,  include  in  the  demonstration  project  the  program 
described  in  paragraph  (C)  of  the  preceding  subsection;  provided 
that  the  Division  may,  subject  to  appropriation,  implement  said 
program  if  it  is  not  included  within  said  demonstration  project. 

(3)  For  purposes  of  this  section,  the  following  terms  shall 
have  the  following  meanings: 

An  "eligible  employer"  shall  mean  (i)  an  individual  or  an 
unincorporated  business  that  employs  one  or  more  residents  of  the 
commonwealth,  (ii)  a  corporation  (including  a  foreign 
corporation) ,  other  than  a  governmental  entity,  that  employs  at 
least  one  or  more  residents  of  the  commonwealth,  or  (iii)  a 
corporation  or  an  unincorporated  entity  that  is  exempt  from 
taxation  under  the  provisions  of  section  five  hundred  and  one  (c) 
of  the  Internal  Revenue  Code  of  the  United  States,  as  amended  and 
in  effect  for  the  taxable  year;  provided  however,  that  to  be 
eligible  said  employer  must  employ  no  more  than  fifty  employees; 
and  further  provided,  that  the  method  of  determining  the  number 
of  employees  an  employer  has  shall  be  determined  by  the  division. 
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An  "eligible  employee"  is  (i)  an  employee  of  an  eligible 
employer;  (ii)  who  resides  in  the  commonwealth;  (iii)  who  has  not 
attained  age  sixty-five;  and  (iv)  who  meets  the  financial  and 
certain  other  eligibility  standards  set  forth  in  regulations 
promulgated  by  the  division. 

An  "eligible  self-employed  single  individual"  (with  or 
without  dependents)  shall  mean  a  person  (i)  who  receives  any 
gross  income  from  self-employment;  (ii)  who  resides  in  the 
commonwealth;  (iii)  who  has  not  attained  age  sixty-five;  and  (iv) 
who  meets  the  financial  and  certain  other  eligibility  standards 
set  forth  in  regulations  promulgated  by  the  division. 

An  "eligible  self-employed  husband  and  wife"  (with  or 
without  dependents)  shall  mean  a  married  couple  (i)  where  either 
spouse  receives  any  gross  income  from  self  employment;  (ii)  where 
both  spouses  reside  in  the  commonwealth;  (iii)  where  neither 
spouse  has  attained  age  sixty-five;  and  (iv)  where  the  couple 
meets  financial  and  certain  other  eligibility  standards  set  forth 
in  regulations  promulgated  by  the  division. 

"Qualified  medical  insurance, "  "qualified  individual  medical 
insurance, "  "qualified  two-person  family  medical  insurance, "   and 
"qualified  family  medical  insurance"  shall  be  defined  in 
regulations  promulgated  by  the  commissioner  of  insurance  pursuant 
to  section  three  C  of  chapter  one  hundred  seventy-five. 

(4)   The  amount  of  payments  for  each  employer  under 
paragraph  (C)  of  subsection  (1)  of  this  section  shall  be  as 
follows:   (i)  four  hundred  dollars  for  each  eligible  employee  for 
whom  the  eligible  employer  pays  fifty  percent  or  more  of  the  cost 
of  qualified  individual  medical  insurance;  (ii)  eight  hundred 
dollars  for  each  eligible  employee  for  whom  the  eligible  employer 
pays  fifty  percent  or  more  of  the  cost  of  qualified  two-person 
family  medical  insurance,  and  (iii)  one  thousand  dollars  for  each 
eligible  employee  for  whom  the  eligible  employer  pays  fifty 
percent  or  more  of  the  cost  of  qualified  family  medical 
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insurance;  provided  that  the  division  may  use  any  reasonable  data 
sources  in  determining  the  number  of  eligible  employees  under 
each  of  the  preceding  clauses  (i),  (ii)  and  (iii)  . 

(5)  The  amount  of  payments  for  each  self-employed  single 
individual  or  each  self-employed  husband  and  wife  under  paragraph 
(B)  of  subsection  (1)  of  this  section  may  include  the  following 
amounts:   (i)  four  hundred  dollars  for  an  eligible  self-employed 
single  individual  if  the  individual  purchases  qualified 
individual  medical  insurance;  (ii)  eight  hundred  dollars  for  an 
eligible  self-employed  single  individual  with  a  dependent  child 
or  for  an  eligible  self-employed  husband  and  wife  filing  a  joint 
return  and  who  have  no  dependent  children,  if  the  individual  or 
husband  and  wife  purchase  qualified  two-person  family  medical 
insurance;  or  (iii)  one  thousand  dollars  for  an  eligible  self- 
employed  single  individual  with  two  or  more  dependent  children, 
or  for  an  eligible  self-employed  husband  and  wife  filing  a  joint 
return  and  who  have  dependent  children,  if  the  individual  or  the 
husband  and  wife  purchase  qualified  family  medical  insurance; 
provided  that  the  payment  shall  not  exceed  the  amount  of  the  net 
premium  cost  to  said  self-employed  persons  of  said  insurance,  and 
shall  be  in  conformity  with  the  regulations  of  the  division. 

(6)  For  the  purposes  of  determining  the  eligibility  of  any 
employee,  self-employed  single  individual,  or  self-employed 
husband  and  wife,  prior  years'  tax  information,  and  any  other 
sources  of  information  demonstrating  the  income  level  of  the 
individual  and  dependents  or  of  the  husband  and  wife  and 
dependents,  may  be  utilized;  provided  that  disclosure  of  any  data 
and  information  held  by  the  department  of  revenue  shall  be 
subject  to  the  laws  of  the  commonwealth.  The  division  may  employ 
additional  eligibility  criteria  to  ensure,  where  appropriate, 
that  no  person  or  employer  receives  payments  or  assistance  under 
more  than  one  category  of  persons  or  employers  eligible  for 
payment  or  assistance. 
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(7)  The  income  and  other  eligibility  requirements  for  the 
programs  provided  under  subsection  one  of  this  section  may  be 
modified  from  time  to  time,  except  as  explicitly  provided  in  this 
section,  to  keep  the  projected  expenditures  of  these  benefits 
within  the  amounts  appropriated  or  otherwise  available  and  within 
the  amounts  projected  to  be  appropriated  or  projected  to  be 
otherwise  available.   Changes  in  eligibility  requirements  shall 
be  set  forth  in  regulations  promulgated  by  the  division. 

(8)  The  division  may,  in  lieu  of  cash  payments  or 
otherwise,  issue  to  individuals  vouchers  or  other  documents 
certifying  that  the  division  will  pay  a  specified  amount  for 
medical  insurance  under  specified  circumstances. 

(9)  If,  during  the  term  of  the  demonstration  project  as  it 
pertains  to  programs  under  this  section,  the  division  proposes 
modifications  to  the  demonstration  project  which  would  require 
approval  by  the  secretary,  the  division  may  implement  said 
modifications  upon  the  secretary's  approval,  subject  to  the  terms 
of  that  approval,  and,  if  required,  the  enactment  of  authorizing 
legislation. 

(10)  Data  and  information  relied  upon  by  the  division, 
including  data  and  information  held  by  other  agencies  of  the 
commonwealth,  shall  be  available  for  the  inspection  by  the 
Secretary  of  the  United  States  Department  of  Health  and  Human 
Services  or  his  delegate  for  the  specific  purpose  of 
substantiating  expenditures  made  under  this  section. 

(11)  The  division  may  implement  the  provisions  of  this 
section  through  arrangements  with  other  agencies  of  the 
commonwealth,  including  the  department  of  revenue,  as  provided  in 
subsection  eleven  of  section  nine  A  of  this  chapter. 

(12)  The  provisions* of  this  section  shall  not  give  rise  to 
nor  be  construed  as  giving  rise  to  enforceable  legal  rights  for 
any  party  or  an  enforceable  entitlement  to  benefits  other  than  to 
the  extent  that  such  rights  or  entitlements  exist  pursuant  to  the 
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regulations  of  the  commissioner  of  insurance  and  the  regulations 
of  the  commissioner  of  revenue  under  the  provisions  referenced  in 
subsection  one  of  this  section,  the  regulations  of  the  division, 
or  the  terms  and  conditions  of  the  demonstration  project. 

(13)  Expenditures  under  this  section  may  be  funded  in  whole 
or  in  part  through  the  MassHealth  account  established  by 
subsection  (c)  of  section  eighteen  of  chapter  one  hundred  and 
eighteen  G  of  the  general  laws.  The  provisions  of  subsection  nine 
of  section  nine  B  of  this  chapter  shall  be  applicable  to 
expenditures  under  section  nine  C,  provided  that  the  term 
"expansion  beneficiaries"  as  that  term  is  used  in  said  subsection 
nine  shall,  for  the  purposes  of  said  subsection  nine,  include  all 
eligible  employees,  all  eligible  self-employed  single 
individuals,  and  all  eligible  self-employed  husband  and  wife 
couples  receiving  subsidies  under  the  provisions  of  paragraphs 
(A)  and  (B)  of  subsection  one  of  this  section;  provided  further 
that  said  term  "expansion  beneficiaries, "  shall  include,  solely 
for  the  purposes  of  said  subsection  nine,  employers  receiving 
payments  under  the  provisions  of  paragraph  (C)  of  subsection  one 
of  this  section. 

(14)  Ninety  days  prior  to  implementing  one  or  more  of  the 
programs  under  this  section,  the  division  shall  provide  a  plan  or 
plans  for  implementing  said  programs  to  the  committee  on  health 
care  and  to  the  house  and  senate  committee  on  ways  and  means. Said 
programs  may  be  offered  separately  and  implemented  at  different 
times;  and  a  plan  relative  to  each  program  may  be  submitted 
separately. 

SECTION  27.   Chapter  175  of  the  General  Laws,  as  appearing  in  the 
1994  Official  Edition,  is  hereby  amended  by  inserting  after 
section  3B  the  following: - 

Section  3C.   The  commissioner  may  promulgate  regulations, 
subject  to  the  approval  of  the  commissioner  of  medical 
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assistance,  defining  "qualified  medical  insurance, "  "qualified 
individual  medical  insurance, "  "qualified  two-person  family 
medical  insurance, "  and  "qualified  family  medical  insurance"  as 
those  terms  are  employed  in  section  nine  C  of  chapter  one  hundred 
and  eighteen  E. 

SECTION  28.   In  the  event  that  any  section  of  this  Act  or  any 
assessment  imposed  under  the  provisions  of  this  Act  is  determined 
by  the  Secretary  of  the  federal  department  of  health  and  human 
services  to  be  an  impermissible  tax  or  donation,  as  those  terms 
are  defined  at  section  1903 (w)  of  the  federal  Social  Security 
Act,  or  is  determined  by  said  secretary  to  necessitate  reductions 
in  the  amounts  recognized  as  state  financial  participation  under 
Title  XIX  of  the  Social  Security  Act,  or  is  otherwise  not 
approvable  by  said  Secretary  under  federal  laws  or  regulations 
governing  the  availability  of  federal  financial  participation, 
the  division  of  health  care  finance  and  policy  shall  administer 
the  uncompensated  care  pool  in  a  manner  consistent  with  the 
purposes  of  the  uncompensated  care  pool  and  which  maximizes  the 
availability  of  federal  financial  participation.   If  the 
assessment  imposed  under  section  eighteen  A  of  chapter  one 
hundred  eighteen  G  is  determined  to  be  ineligible  for  federal 
financial  participation,  such  determination  shall  not  affect  the 
validity  of  any  other  provision  of  this  Act.   This  act  shall  be 
interpreted  liberally  to  effect  its  purposes. 

SECTION  29.   (a)  If,  by  the  laws  of  any  state  other  than  this 
state,  or  by  the  action  of  any  public  official  of  such  other 
state,  an  insurer  organized  or  domiciled  in  this  state,  or  the 
duly  authorized  agents  thereof,  shall  be  required  to  pay  taxes 
for  the  privilege  of  doing  business  in  such  other  state,  which 
taxes  are  imposed  or  assessed  because  of  amounts  imposed  upon  or 
required  to  be  paid,  pursuant  to  section  eighteen  A  of  chapter 
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one  hundred  eighteen  G  of  the  general  laws,  by  insurers  organized 
or  domiciled  in  such  other  state,  then  and  in  every  case,  to  the 
extent  such  taxes  are  legally  due  to  such  other  state,  such 
insurer  organized  or  domiciled  in  this  state  may  claim 
reimbursement  or  a  refund,  in  accordance  with  the  criteria  and 
procedures  and  in  amounts  established  by  the  division  of 
insurance;  provided,  the  amount  of  such  reimbursement  or  refund 
shall  in  no  event  exceed  the  lesser  of  (i)  ninety  per  cent  of  the 
amount  of  said  taxes  legally  payable  by  said  domestic  insurer  to 
such  other  state,  or  (ii)  the  assessment  liability,  imposed  under 
section  eighteen  A  of  said  chapter  one  hundred  eighteen  G,  of 
said  domestic  insurer  during  the  taxable  year  with  respect  to 
which  such  taxes  have  been  imposed  or  assessed  by  such  other 
state.   For  purposes  of  this  section,  the  term  "taxes  for  the 
privilege  of  doing  business"  shall  include,  but  not  be  limited 
to,  a  tax  on  or  measured  by  income. 

(b)  The  division  of  insurance,  in  consultation  with  the 
department  of  revenue  and  the  division  of  health  care  finance  and 
policy,  shall  establish  criteria  for  determining  an  insurer's 
eligibility  for  and  the  amount  of  reimbursement  or  a  refund, 
pursuant  to  paragraph  (a)  of  this  section,  and  shall  develop 
procedures  for  submitting  a  claim  for  and  issuing  reimbursement 
or  a  refund  pursuant  to  this  section;  provided,  said  criteria  and 
procedures  may  allow,  subject  to  the  prior  approval  of  the 
department  of  revenue,  an  eligible  insurer  to  claim  a  credit,  in 
lieu  of  reimbursement  or  a  refund,  against  said  insurer's  annual 
state  tax  liability.   Said  criteria  and  procedures  for  the 
administration  of  a  tax  credit,  refund  or  reimbursement  under 
this  section  shall  be  approved  by  the  secretary  of  administration 
and  finance  and  filed  with  the  house  and  senate  ways  and  means 
committees  prior  to  promulgation  or  implementation.   Monies  for 
duly  payable  reimbursement,  refunds  or  credits  to  eligible 
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domestic  insurers  shall  be  appropriated  from  or  debited  against 
the  general  fund. 

(c)  For  purposes  of  this  section,  the  term  "insurer"  shall 
have  the  same  meaning  as  the  term  "third  party  contributor", 
defined  in  section  one  of  chapter  one  hundred  eighteen  G  of  the 
general  laws. 

SECTION  30.  The  provisions  of  this  act  shall  expire  on  the 
thirtieth  of  September,  two  thousand  and  two,  unless  the  term  of 
the  MassHealth  demonstration  project  approved  by  the  secretary  of 
the  United  States  Department  of  Health  and  Human  Services 
pursuant  to  Section  1115  of  the  Social  Security  Act  is  extended 
or  renewed  on  substantially  similar  terms,  in  which  case  the 
provisions  of  this  act  shall  expire  on  the  date  of  the  expiration 
of  said  demonstration  project. 

SECTION  31.  Section  26  of  this  act  shall  take  effect  the  first  of 
July,  nineteen  hundred  and  ninety-eight.  The  remainder  of  this 
act  shall  take  effect  on  the  first  of  October,  nineteen  hundred 
and  ninety-seven. 
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TABLE  4 

COMPARISON  OF  HOSPITAL  MARGINS  -  WITH  AND  WITHOUT  THE  SHORTFALL  ALLOCATION 


osp 
ID 


Hospital 
Name 


d) 

Total 

Patient  Care 

Costs 


(2) 

Net  Patient 

Service 

Revenue 


(3) 

Margin 
((C2-C1)/C1) 


(4) 

Shortfall 
Allocation 


(5) 

Net  Revenue 

if  no  Shortfall 

(C2+C4) 


(6) 

Margin 

if  no  Shortfall 

((C5-C1)/C1) 


2016  ADDISON  GILBERT  HOSPITAL 

2006  ANNA  JAQUES  HOSPITAL 
2226  ATHOL  HOSPITAL 

2073  ATLANTICARE  MEDICAL  CTR 
2339  BAYSTATE  MED.  CTR. 
2313  BERKSHIRE  MED.  CTR. 
2069  BETH  ISRAEL  HOSPITAL 

2007  BEVERLY  HOSPITAL 
2307  BOSTON  CITY  HOSPITAL 

2060  BOSTON  REGIONAL  MEDICAL  CTR 

2921  BRIGHAM  &  WOMEN'S  HOSPITAL 

2118  BROCKTON  HOSPITAL 

2108  CAMBRIDGE  HOSPITAL 

2135  CAPE  COD  HOSPITAL 

2003  CARNEY  HOSPITAL 

2337  CHARLTON  MEMORIAL  HOSPITAL 

2139  CHILDREN'S  MEDICAL  CENTER 

2126  CLINTON  HOSPITAL 

2155  COOLEY-DICKINSON  HOSPITAL 

2335  DANA-FARBER  CANCER  INST 

2092  DEACONESS  HOSPITAL 

2054  DEACONESS-GLOVER  HOSPITAL 

2298  DEACONESS-NASHOBA  COMMUNITY 

2067  DEACONESS-WALTHAM  HOSP. 

2018  EMERSON  HOSPITAL 

2052  FAIRVIEW  HOSPITAL 

2289  FALMOUTH  HOSPITAL 

2048  FAULKNER  HOSPITAL 

2120  FRANKLIN  MEDICAL  CTR 

2143  HARRINGTON  MEM'L  HOSPITAL 

2131  HAVERHILL  HOSPITAL 

2034  HEALTH  ALLIANCE-BURBANK  CAMPUS 

2127  HEALTH  ALLIANCE-LEOMINSTER  CAMPU 
2036  HEYWOOD  MEMORIAL  HOSP. 

2231  HILLCREST  HOSPITAL 

2225  HOLY  FAMILY  HOSPITAL 

2145  HOLYOKE  HOSPITAL 

2157  HUBBARD  REGIONAL  HOSPITAL 

2082  JORDAN  HOSPITAL 

2033  LAHEY  HITCHCOCK  CLINIC 

2099  LAWRENCE  GENERAL  HOSPITAL 

2038  LAWRENCE  MEMORIAL  HOSPITAL 

2040  LOWELL  GENERAL  HOSPITAL 

2041  MALDEN  HOSPITAL 

2103  MARLBOROUGH  HOSPITAL 

2042  MARTHA'S  VINEYARD  HOSPITAL 
2148  MARY  LANE  HOSPITAL 

2167  MASS.  EYE  &  EAR  INFIRMARY 

2168  MASS.  GENERAL  HOSPITAL 
2089  MEDICAL  CENTER  AT  SYMMES 


28,646,150 

28,584,001 

-0.22% 

677,655 

29,261,656 

2.15% 

48,617,426 

53,280,008 

9.59% 

820,278 

54,100,286 

11.28% 

15,851,712 

15,784,738 

-0.42% 

297,929 

16,082,667 

1.46% 

83,909,204 

84,566,205 

0.78% 

1,912,504 

86,478,709 

3.06% 

347,397,516 

337,166,765 

-2.94% 

5,854,592 

343,021,357 

-1.26% 

102,826,359 

106,211,783 

3.29% 

1,956,774 

108,168,557 

5.20% 

332,483,428 

348,810,346 

4.91% 

6,265,707 

355,076,053 

6.80% 

97,918,201 

103,148,277 

5.34% 

1,914,123 

105,062,400 

7.30% 

276,984,044 

260,049,005 

-6.11% 

4,520,063 

264,569,068 

-4.48% 

63,498,370 

59,267,311 

-6.66% 

1,357,115 

60,624,426 

-4.53% 

492,973,803 

461,435,000 

-6.40% 

10.455,294 

471,890,294 

-4.28% 

102,082,441 

104,214,206 

2.09% 

1,911,844 

106,126,050 

3.96% 

120,211,490 

91,306,163 

-24.05% 

1,873,538 

93,179,701 

-22.49% 

122,451,364 

126,016,962 

2.91% 

2,127,195 

128,144,157 

4.65% 

95,150,557 

92,045,141 

-3.26% 

2,203,466 

94,248,607 

-0.95% 

122,706,112 

126,779,174 

3.32% 

2,200,069 

128,979,243 

5.11% 

256,467,984 

242,694,091 

-5.37% 

5,597,756 

248,291,847 

-3.19% 

10,774,187 

11,149,301 

3.48% 

234,353 

11,383,654 

5.66% 

56,569,396 

56,423,035 

-0.26% 

1,090,429 

57,513,464 

1.67% 

77,684,763 

74,699,709 

-3.84% 

1,567,612 

76,267,321 

-1.82% 

182,021,710 

191,341,090 

5.12% 

3,448,051 

194,789,141 

7.01% 

20,547,509 

19,737,657 

-3.94% 

422,733 

20,160,390 

-1.88% 

22,349,790 

22,749,686 

1.79% 

435,547 

23,185,233 

3.74% 

56,134,012 

57,715,927 

2.82% 

1,256,823 

58,972,750 

5.06% 

67,211,008 

69,317,175 

3.13% 

1,418,986 

70,736,161 

5.24% 

16,049,921 

15,530,364 

-3.24% 

304,889 

15,835,253 

-1.34% 

44,045,383 

45,283,176 

2.81% 

801,569 

46,084,745 

4.63% 

68,704,564 

68,265,757 

-0.64% 

1,479,182 

69,744,939 

1.51% 

58,336,571 

55,162,621 

-5.44% 

1,049,587 

56,212,208 

-3.64% 

36,145,126 

37,377,159 

3.41% 

696,227 

38,073,386 

5.33% 

43,287,897 

42,504,748 

-1.81% 

862,406 

43,367,154 

0.18% 

50,863,251 

45,497,041 

-10.55% 

981,392 

46,478,433 

-8.62% 

39,655,340 

36,448,424 

-8.09% 

747,976 

37,196,400 

-6.20% 

33,274,840 

35,672,217 

7.20% 

534,526 

36,206,743 

8.81% 

24,842,939 

24,454,583 

-1.56% 

506,312 

24,960,895 

0.47% 

69,569,086 

74,470,922 

7.05% 

1,266,286 

75,737,208 

8.87% 

52,021,180 

49,808,690 

-4.25% 

1,180,112 

50,988,802 

-1.98% 

14,807,034 

14,732,064 

-0.51% 

345,408 

15,077,472 

1.83% 

61,002,072 

59,536,298 

-2.40% 

1,130,792 

60,667,090 

-0.55% 

204,249,583 

205,174,033 

0.45% 

3,382,483 

208,556,516 

2.11% 

73,419,163 

76,142,789 

3.71% 

1,362,541 

77,505,330 

5.57% 

48,709,198 

54,051,182 

10.97% 

706,468 

54,757,650 

12.42% 

71,436,847 

76,019,378 

6.41% 

1,157,797 

77,177,175 

8.04% 

70,088,720 

59,902,786 

-14.53% 

1,443,130 

61,345,916 

-12.47% 

29,857,569 

29,634,727 

-0.75% 

661,735 

30,296,462 

1.47% 

11,542,816 

12,064,089 

4.52% 

12,064,089 

4.52% 

15,639,029 

15,364,264 

-1.76% 

278,301 

15,642,565 

0.02% 

53,549,834 

51,903,960 

-3.07% 

1,316,259 

53,220,219 

-0.62% 

603,954,015 

613,453,426 

1.57% 

12,851,873 

626,305,299 

3.70% 

23,662,683 

26,114,373 

10.36% 

490,136 

26,604,509 

12.43% 
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TABLE  4 

COMPARISON  OF  HOSPITAL  MARGINS  -  WITH  AND  WITHOUT  THE  SHORTFALL  ALLOCATION 


Hosp 
ID 


Hospital 
Name 


(1) 

Total 

Patient  Care 

Costs 


(2) 

Net  Patient 

Service 

Revenue 


(3) 

Margin 
((C2-C1)/C1) 


(4) 

Shortfall 
Allocation 


(5) 

Net  Revenue 

if  no  Shortfall 

(C2+C4) 


(6) 

Margin 

if  no  Shortfall 

((C5-C1)/C1) 


2124  MEDICAL  CTR  OF  CENTRAL  MA 

2058  MELROSE-WAKEFIELD  HOSPITAL 

2149  MERCY  HOSPITAL 
2020  METROWEST 

2105  MILFORD-WHITINSVILLE  REGION 
2227  MILTON  HOSPITAL 

2022  MORTON  HOSPITAL 

2071  MOUNT  AUBURN  HOSPITAL 

2044  NANTUCKET  COTTAGE  HOSPITAL 

2059  NEW  ENGLAND  BAPTIST  HOSPITAL 
2299  NEW  ENGLAND  MEDICAL  CENTER 

2075  NEWTON-WELLESLEY  HOSPITAL 

2076  NOBLE  HOSPITAL 

2061  NORTH  ADAMS  REGIONAL 
2114  NORWOOD  HOSPITAL 

2150  PROVIDENCE  HOSPITAL 

2151  QUINCY  HOSPITAL 

2063  SAINTS  MEMORIAL  (ST.  JOSEPH'S  CAMP 

2014  SALEM  HOSPITAL 

2311  SAMARITIAN  MED  CTR-CUSHING  CAMPU 

2001  SOMERVILLE  HOSPITAL 

2107  SOUTH  SHORE  HOSPITAL 

201 1  ST.  ANNE'S  OF  F.R.  HOSPITAL 

2085  ST.  ELIZABETH'S  MED  CTR 

2010  ST.  LUKE'S  OF  N.B. 

2128  ST.  VINCENT  HOSPITAL 

2100  STURDY  MEMORIAL  HOSPITAL 

2106  TOBEY  HOSPITAL 
2841  U.  OF  MASS.  MED.  CTR. 
2084  UNIVERSITY  HOSPITAL 
2091  VENCOR  HOSPITAL 

2046  WHIDDEN  MEMORIAL  HOSPITAL 
2094  WINCHESTER  HOSPITAL 
2181  WING  MEMORIAL  HOSPITAL 


175,385,811 

179,492,218 

2.34% 

3,557,946 

183,050,164 

79,260,594 

86,535,223 

9.18% 

1,130,029 

87,665,252 

87,851,299 

90,612,838 

3.14% 

1,957,272 

92,570,110 

137,612,504 

146,204,153 

6.24% 

3,059,901 

149,264,054 

48,832,075 

52,196,611 

6.89% 

981,778 

53,178,389 

34,497,591 

37,314,074 

8.16% 

717,243 

38,031,317 

63,841,784 

68,539,358 

7.36% 

1,194,918 

69,734,276 

112,551,795 

118,531,776 

5.31% 

2,324,429 

120,856,205 

8,841,826 

8,119,029 

-8.17% 

163,422 

8,282,451 

84,858,636 

87,296,000 

2.87% 

816,993 

88,112,993 

335,135,388 

332,853,000 

-0.68% 

6,467,297 

339,320,297 

120,123,538 

116,752,220 

-2.81% 

2,317,335 

119,069,555 

27,865,966 

26,393,980 

-5.28% 

576,550 

26,970,530 

32,683,205 

34,230,851 

4.74% 

717,620 

34,948,471 

71,287,558 

69,873,135 

-1.98% 

1,661,368 

71,534,503 

50,780,185 

43,250,099 

-14.83% 

846,531 

44,096,630 

74,401,429 

74,735,011 

0.45% 

1,458,755 

76,193,766 

88,162,342 

87,740,803 

-0.48% 

2,338.343 

90,079,146 

128,027,017 

135,040,758 

5.48% 

2,503,873 

137,544,631 

97,572,297 

91.625,569 

-6.09% 

2,406,249 

94,031,818 

34,688,721 

31,174,424 

-10.13% 

708,745 

31,883,169 

147,226,174 

152,482,252 

3.57% 

2,282,627 

154,764,879 

55,549,305 

57,098,266 

2.79% 

1,029,503 

58,127,769 

192,483,153 

199,329,600 

3.56% 

3,274,742 

202,604,342 

135,743,989 

143,093,185 

5.41% 

2,476,000 

145,569,185 

146,540,557 

148,050,215 

1.03% 

2,812,517 

150,862,732 

50,642,079 

53,362,745 

5.37% 

978,241 

54,340,986 

26,258,857 

25,440,150 

-3.12% 

502,407 

25,942,557 

253,409,034 

265,377,667 

4.72% 

4,607,791 

269,985,458 

185,043,374 

178,784,123 

-3.38% 

3,478,266 

182,262,389 

5,775,151 

7,446,157 

28.93% 

- 

7,446,157 

51,791,605 

51,923,875 

0.26% 

1,082,521 

53,006,396 

76,423,723 

82,110,310 

7.44% 

1,408,283 

83,518,593 

24,733,425 

25,542,982 

3.27% 

462,175 

26,005.157 

Total 


8,268,065,184      8,277,614,484 


0.67%       159,659,493         8,437,273,977 


NOTES: 

Total  Patient  Care  Costs  is  from  the  FY  95  RSC-403  and  includes  direct  costs,  overhead,  bad  debt  expense,  and  payments  to  the  UC  Pool. 

Net  Patient  Service  Revenue  is  from  the  FY  95  RSC-403  and  includes  payments  from  the  UC  Pool. 

Shortfall  Allocation  is  from  the  FY  95  UC  Pool  calculation. 
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APPENDIX  B 
Other  States  and  Uncompensated  Care 


TABLE  1   State  Uninsured  Vs  Managed  Care  Enrollment 


TABLE  2   Major  Methods  for  Providing  Care  to  the  Uninsured 


TABLE  3   Major  Funding  Sources  for  Uncompensated  care 


TABLE  4   Other  States  Uncompensated  Care  Statistics 


TABLE  5   Descrdption  of  Other  State  Funding  of 
Uncompensated  Care 


TABLE  1 


State  Uninsured  v.  Managed  Care  Enrollment 

OVA 

A  CA 

20% 

A  AZ 

15%  - 

■o 
£ 

3 
W 

c 
c 

10%  - 

ATM                 NH 

A 
A 
A  MEVT 

A  NJ            A  NY            A 

A 
CO 
AOH      A  Ml 

ARI                    A  CT 
PA             Rl 

A  OR 

A  MA 

A  MN 

5% 

0%  - 

0%                    5%                    10%                   15%                  20%                  25% 

30%                   35% 

%  Of  The  Population  Enrolled  in  an  HMO* 

1996  Division  of  Health  Care  Finance  and  Policy 

Source:  1994  GHAA,  U.S.  Bureau  of  Census 
*  Source  1993  Current  Population  Survey 


TABLE  2 

Major  Methods  for  Providing  Care  to  the  Uninsured 


State 

Free  Care  Pool 
or  other 
redistribution 
mechanism 

State  health  care 
program  for 
uninsured 

Extensive  system 
of  public 
hospitals,  >15% 
of  all  hospitals 

No  State  Policy, 
i.e.  Hospitals  write 
off  free  care. 

AZ 

X 

CA 

X 

CO 

X 

X 

CT 

X 

MA 

X 

MD 

X  (proposed) 

ME 

X 

Ml 

X 

MN 

X 

X 

NH 

X 

NJ 

X 

NY 

X 

OH 

X 

OR 

X 

X 

PA 

X 

Rl 

X 

TN 

X 

X 

VT 

X 

1996  Division  of  Health  Care  Finance  and  Policy 


TABLE  3 

Major  Funding  Sources  for  Uncompensated  Care 


State 

Provider  Tax 

Consumption 
Tax 

State 

General 

Fund 

Federal 

Matching, 

FFP 

Other 

AZ 

CA 

Tobacco  Tax, 
part  of  state 
sales  tax 

X 

CO 

X 

CT 

Hospitals;  6%  on 
charges  for  patient 
svcs,  9.25%  on  gross 
earnings 

MA 

Hospitals;  6%  on 
private  pay  charges  to 
uncompensated  care 
pool 

X 

MD 

Hospitals;  1 .25%  of 
net  patient  service 
revenue 

ME 

Hospitals;  6%  on 
gross  operating 
revenue 

Ml 

X 

MN 

Varying  tax  on 
hospitals,  physicians 
and  HMOs 

X 

NH 

Hospitals;  6%  of  gross 
patient  service 
revenue 

State  sales  tax 

X 

NJ 

Hospitals;  .53%  of 
gross  revenue,  $10 
adjusted  admission 
fee 

Surplus 
unemployment 
compensation 
funds 

\      NY 

Hospitals;  1%  on 
gross  receipts 

OH 

Hospitals;  up  to  2%  of 
total  costs 

X 

OR 

X 

PA 

Rl 

Hospitals;  4.4%  on 
gross  patient  revenue 

X 

TN 

X 

VT 

Hospitals;  2%  on 
gross  receipts 

1996  Division  of  Health  Care  Finance  and  Policy 


TABLE  4 

Other  States  Uncompensated  Care  Statistics 


State 

%  of  pop  in  HMO* 

%  Uninsured** 

#ofHosp  Teaching  Public*** 

Admissions*** 

$$  Uncomp 

AZ 

36.0% 

20.2% 

69 

4 

403,611 

CA 

38.0% 

22.0% 

560 

47 

87 

3,700,000 

2,500,000,000 

CO 

24.0% 

12.6% 

90 

30 

340,015 

CT 

27.0% 

10.0% 

33 

2 

1 

346,315 

MA 

"35.0%      7"^ 

'  11.7%"""" 

'JMMZTL 

:vf2(F [1 

77,  ?' 7' 

-■■         ...........................  .  ..,..,. ..         .... 

817,255 

515,000,000 

MD 

36.0% 

13.5% 

59 

17 

0 

559,278 

4,000,000 

ME 

6.0% 

11.1% 

42 

3 

145,119 

Ml 

20.0% 

11.2% 

194 

31 

1,059,423 

557,010,052 

MN 

27.0% 

10.1% 

400 

62 

496,129 

NH 

17.0% 

12.5% 

26 

1 

0 

109,708 

95,000,000 

NJ 

17.0% 

13.7% 

84 

4 

1,103,244 

NY 

24.0% 

13.9% 

250 

12 

27 

2,359,947 

OH 

19.0% 

11.1% 

185 

9 

23 

1,413,700 

540,000,000 

OR 

37.0% 

14.7% 

61 

1 

16 

272,000 

86,000,000 

PA 

21.0% 

10.8% 

250 

120 

2 

1,830,705 

164,000,000 

Rl 

29.0% 

10.3% 

13 

7 

0 

126,781 

52,000,000 

TN 

16.0% 

13.2% 

162 

6 

30 

747,256 

VT 

13.0% 

11.9% 

14 

1 

0 

57,401 

19,000,000 

1996  Division  of  Health  Care  Finance  and  Policy 

*  Source:  1994  GHAA,  U.S.  Bureau  of  Census 

**  Source  1993  Current  Population  Survey 

***  Source:  94-95  AHA  Hospital  Statistics  book,  '93  Data.  MA  only,  '96  Data 

Sources: 


Arizona  Cost  Containment  Council 

California  Association  of  Hospitals 

Colorado  Department  of  Human  Services 

Connecticut  office  of  Health  Care  Access 

Maine  Dept.  of  Human  Services 

Maryland  Dept.  of  Health 

Michigan  Health  and  Hospital  Association 

Minnesota  Department  of  Human  Services 

New  Hampshire  Department  of  Health  and  Human  Resources 

New  Jersey  Health  Access 

New  York  Joint  Legislative  Council  on  Health  Care  Financing 

Ohio  Medicaid 

Oregon  office  of  Health  Plan  Policy 

Pennsylvania  Hospital  Association 

Rhode  Island  Hospital  Association 

Tennessee  Hospital  Association 

Vermont  Health  Care  Authority 
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APPENDIX  C 

Massachusetts  Uninsured  Population  Data 


TABLE  1   Total  Population  Under  Age  65 


TABLE  2   Children  Ages  Birth  - 17 


TABLE  3   Not  in  Labor  Force  Adults  Ages  18 -64 


TABLE  4   Unemployed  Adults  Ages  18 -64 


TABLE  5   Employed  Adults  Ages  18 -64 
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I.  EXECUTIVE  SUMMARY 

A  survey  of  Massachusetts  residents  conducted  between  May  26  and  June  25,  1995  finds  that 
11.4%  of  the  Commonwealth's  population,  or  approximately  683,000  people,  are  without  any  form  of 
health  insurance.  The  survey  was  conducted  by  the  Harvard  School  of  Public  Health  and  Louis  Harris 
and  Associates,  Inc.  for  the  Department  of  Medical  Security  (DMS)  in  the  Department  of  Health  and 
Human  Services.  The  new  figure  indicates  that  in  the  six  years  since  a  previous  study  was  conducted  for 
DMS  in  November,  1989  by  the  same  researchers,  the  number  of  uninsured  residents  in  the  state  has 
increased  50%,  from  455,000  (8%  of  the  population). 

Prior  to  this  study,  the  most  recently  available  data  on  the  uninsured  was  from  the  March  1994 
Current  Population  Survey  (CPS).  The  CPS  is  conducted  by  the  federal  Bureau  of  the  Census.  The  CPS 
data  from  March  1994  indicate  a  statewide  uninsurance  rate  of  11.9%.  The  CPS  data  also  show  that 
there  has  been  an  increase  in  the  number  of  uninsured  people  nationally,  from  14.3%  (34.7  million)  in 
1989  to  16.1%  (41.2  million)  in  1994. 

The  1995  Harvard/Harris  survey  of  Massachusetts  residents  was  conducted  by  telephone.  The 
survey  sample  consisted  of  two  sequential  samples.  The  first  phase  involved  a  random  sample  of 
households  in  the  state;  the  second  phase  involved  contacting  an  additional  sample  and  screening  for 
households  where  at  least  one  person  was  uninsured  in  order  to  obtain  more  detailed  information  on  the 
experiences  of  people  without  health  insurance.  In  all,  2,420  households  were  contacted  to  obtain 
detailed  information  on  1,309  people,  adults  and  children,  who  were  eligible  for  participation  in  the 
study.  The  data  reported  here  are  representative  of  all  state  residents.  The  margin  of  error  varies  from 
+.  2  to  +4%  depending  on  the  question  asked. 

The  data  collected  in  the  survey  focus  on  four  key  questions: 
1.         Who  are  the  uninsured  in  Massachusetts  in  terms  of  their  demographic  and  socioeconomic 

characteristics? 


2.  What  is  the  relationship  between  employment  and  insurance  coverage  for  people  with  health 
insurance  and  people  who  are  uninsured? 

3.  What  are  the  health  status  and  utilization  patterns  of  the  uninsured?    Do  they  obtain  free  or 
reduced  charge  care?  Are  they  burdened  by  unpaid  medical  bills? 

4.  Are  residents  of  Massachusetts,  particularly  the  uninsured,  aware  of  public  health  and  insurance 
programs  that  are  designed  to  help  enhance  access  to  health  services  for  people  who  need  them? 

Key  findings  of  the  survey  include  the  following:     . 

*  The  majority  of  the  uninsured  in  Massachusetts  (65%)  live  in  households  where  the  income  is 

above  $15,000  (approximately  the  poverty  level  for  family  of  four);  45%  live  in  households 
where  the  income  is  between  $15,001  and  $35,000.  People  in  certain  income  and  demographic 
groups  are  more  at  risk  for  being  uninsured,  however: 

*  About  one  third  of  the  state's  uninsured  report  household  incomes  between  $15,001  and 
$25,000  per  year-35%  of  respondents  in  this  group  reported  having  no  health  insurance 
coverage. 

*  Compared  with  the  state  rate  of  approximately  11  percent,  19%  of  those  ages  18-24,  and 
16%  of  those  ages  25-34  are  uninsured. 

*  While  the  uninsured  in  Massachusetts  are  predominantly  White  (78%),  22%  of  African 
Americans  and  28%  of  Hispanics  said  they  were  uninsured  compared  with  10%  of  White 
respondents  who  said  they  were  without  health  insurance  coverage. 


*  Regionally,  rates  of  uninsurance  vary.   In  the  western-most  region,  8%  are  uninsured, 

9%  in  Worcester  county,  11%  in  Essex  and  northern  Middlesex  counties,  13%  in  the 
central  Boston  region  (Norfolk,  Suffolk,  southern  Middlesex),  and  13%  in  the  south 
shore,  Cape  and  Islands  region. 

The  majority  of  uninsured  adults  are  employed  (64  percent).  Of  the  employed  uninsured,  61  % 
work  40  hours  or  more,  and  58%  have  worked  for  their  employer  for  more  than  1  year.  51% 
of  the  state's  employed  uninsured  have  jobs  in  either  "maintenance,  repair  and  construction"  or 
"trade  (retail  or  food  and  beverage)".  Nearly  half  (49%)  of  the  employed  uninsured  work  in 
firms  that  employ  fewer  than  25  employees.  Twenty  percent  of  self-employed  persons  have  no 
insurance.  Among  the  employed  uninsured,  37%  say  their  employer  offers  insurance  to  at  least 
some  employees.  Of  this  group,  30%  say  the  main  reason  they  are  uninsured  is  that  coverage 
is  too  expensive;  23%  have  not  worked  long  enough  for  their  employer  and  21%  say  they  work 
part-time  and  are  not  eligible  for  coverage.   Only  4%  say  they  do  not  want  or  need  insurance. 

The  majority  of  those  uninsured  at  the  time  of  the  survey  had  been  without  coverage  for  an 
extended  period  of  time.  79%  said  they  had  been  without  health  insurance  for  more  than  one 
year;  only  13%  were  without  coverage  for  less  than  one  year.  16%  said  they  had  been  without 
coverage  for  10  years  or  more  or  had  never  had  coverage.  Forty  percent  of  those  without 
insurance  had  employer  provided  coverage  when  they  were  previously  insured,  11%  had  been 
on  Medicaid,  and  8%  had  had  insurance  through  some  other  state  program  (Healthy  Start, 
Medical  Security  Plan  or  other  plan). 
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Approximately  4%  (236,000)  of  the  Commonwealth's  residents  who  were  insured  at  the  time  the 
survey  was  completed  reported  that  they  had  been  uninsured  for  some  part  of  the  year  prior  to 
the  survey.  Of  this  group,  46%  were  without  insurance  for  less  than  one  month,  and  15%  were 
without  coverage  for  a  year  or  more.  28%  of  this  group  lost  their  coverage  because  of  a  change 
in  jobs;  12%  lost  their  coverage  because  they  were  no  longer  covered  by  a  parent's  insurance 
policy.  37%  regained  coverage  with  a  change  in  employment  status,  and  10%  regained  insurance 
with  a  change  in  marital  status. 

Consistent  with  many  previous  studies,  this  survey  finds  that  individuals  who  are  without  health 
insurance  are  more  likely  to  be  in  fair  or  poor  health  than  are  individuals  with  insurance.  While 
11%  of  the  people  in  excellent  or  good  health  are  uninsured,  20%  of  the  people  in  fair  or  poor 
health  are  without  coverage.  Despite  the  differences  in  health  status  of  these  populations,  the 
insured  and  uninsured  report  the  same  rate  of  hospitalization  in  the  last  year— 9%  in  each  group 
report  at  least  one  overnight  hospital  stay  in  the  year  prior  to  the  survey. 

Three  percent  of  residents  of  the  Commonwealth  said  they  obtained  inpatient  hospital  services 
for  free  or  a  reduced  charge  in  the  year  prior  to  the  survey;  5%  said  they  received  such  care  at 
a  hospital  clinic,  and  7%  said  they  received  care  in  an  emergency  room  in  the  same  period.  The 
uninsured  were  substantially  more  likely  to  report  obtaining  free  care  than  the  insured.  Six 
percent  used  inpatient  hospital  services,  22  percent  outpatient  and  20  percent  emergency  services. 


Nearly  one  in  five  (17%)  of  the  household  respondents  say  that  they  have  unpaid,  past  due 
medical  bills  for  which  they  are  responsible  and  which  they  do  not  expect  to  be  covered  by 


insurance.  41  %  of  the  uninsured  report  this  problem;  this  group  represents  more  than  a  third  of 
all  the  people  in  the  Commonwealth  who  have  unpaid,  past  due  medical  bills.  Among  all  people 
with  unpaid  bills,  74%  say  they  owe  less  than  $1,000,  21  %  owe  between  $1,000  and  $5,000  and 
3%  owe  more  than  $5,000. 

Although  the  number  of  uninsured  in  the  state  has  increased  substantially  since  1989,  the  rate  of 
uninsurance  in  the  Commonwealth  remains  lower  than  that  of  the  nation.  The  basic  problems  of  this 
group  have  not  changed  substantially  since  the  previous  study  conducted  for  DMS  by  Harvard  and  Harris 
researchers.  The  uninsured  are  concentrated  among  working  persons  who  earn  moderate  incomes. 
Young  adults,  people  in  fair  or  poor  health,  racial  and  ethnic  minorities,  and  people  employed  in  small 
firms  are  disproportionately  affected.  The  complex  nature  of  the  connections  between  family  status, 
employment,  income  and  the  availability  of  insurance  make  the  issue  of  health  insurance  for  all  residents 
a  difficult  and  costly  problem  to  solve.  That  challenge  is  compounded  because  programs  that  are 
available  to  assist  uninsured  people  with  gaining  access  to  health  insurance  or  medical  services  are  not 
always  well  known  by  the  people  who  need  them  the  most.  As  the  nation  has  struggled  with  these 
problems  and  come  to  few  solutions,  attention  has  turned  back  to  the  states,  which  continue  to  craft 
approaches  that  will  expand  insurance  coverage  for  people  while  containing  health  care  costs. 
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APPENDIX  F 

Establishments  Offering  Insurance  and 

Characteristics  of 

Offered  Plans 


ESTABLISHMENTS  OFFERING  INSURANCE  AND  CHARACTERISTICS 

OF  OFFERED  PLANS, 

BY  STATE 

Offers  Insurance 

CO 

FL 

MN 

NM 

NY 

NO 

OK 

OR 

VT 

WA 

All  Establishments 

56% 

55% 

57% 

51% 

63% 

54% 

51% 

60% 

61% 

63% 

1  -4  workers 

'     33 

28 

28 

25 

37 

30 

25 

35 

37 

35 

5-9  workers 

54 

49 

50 

49 

59 

46 

47 

52 

61 

58 

10-24  workers 

69 

62 

65 

60 

74 

60 

61 

70 

76 

76 

25-49  workers 

82 

79 

86 

74 

90 

75 

77 

84 

86 

85 

50  or  more 

92 

93 

91 

91 

95 

92 

91 

95 

96 

95 

Plan  Characteristics 

Family  Premium 

AU  Establishments 

$367 

$406 

$376 

$334 

$446 

$365 

$376 

$351 

$374 

$383 

1  -4  workers 

350 

356 

356 

308 

451 

350 

372 

351 

356 

378 

5-9  workers 

377 

431 

381 

331 

481 

366 

381 

331 

371 

376 

10-24  workers 

372 

410 

368 

336 

445 

355 

370 

347 

383 

371 

25-49  workers 

381 

400 

380 

358 

432 

366 

358 

359 

374 

383 

50  or  more 

367 

415 

386 

343 

424 

376 

383 

364 

389 

397 

Coefficient  of  variation, 

premium 

AJ1  Establishments 

0.44 

0.45 

0.39 

0.40 

0.43 

0.34 

0.37 

0.39 

0.43 

0.39 

1  -4  workers 

0.57 

0.54 

0.45 

0.40 

0.46 

0.35 

0.37 

0.44 

0.52 

0.45 

5-9  workers 

0.47 

0.47 

0.45 

0.44 

0.44 

0.29 

0.42 

0.43 

0.46 

0.44 

10-24  workers 

0.40 

0.48 

0.36 

0.43 

0.42 

0.25 

0.31 

0.39 

0.40 

0.38 

25-49  workers 

0.35 

0.36 

0.32 

0.31 

0.42 

0.25 

0.31 

0.29 

0.30 

0.32 

50  or  more 

0.34 

0.38 

0.32 

0.35 

0.40 

0.25 

0.32 

0.30 

0.39 

0.34 

Family  Premium 

AU  Establishments 

$310 

$336 

$255 

$342 

$253 

$338 

$368 

$232 

$267 

$209 

1  -4  workers 

492 

545 

376 

597 

333 

439 

492 

356 

377 

276 

5-9  workers 

322 

379 

307 

356 

330 

326 

453 

263 

275 

221 

1 0-24  workers 

247 

327 

262 

317 

246 

368 

364 

193 

228 

191 

25-49  workers 

259 

236 

190 

257 

209 

281 

304 

184 

257 

173 

50  or  more 

214 

241 

182 

239 

162 

285 

277 

167 

192 

187 

Source:  1993  Robert  Wood  Johnson  Foundation  Employer  Health  Insurance  Survey.  Reprinted  with 
permission  from  Health  Affairs. 


APPENDIX  G 

Profile  of  Uncompensated  Care 
Pool  Recipients  Data 

TABLE  1  -  Inpatient  Major  Diagnostic  Category  (MDC)  by 
Payer,  Using  Charges 

TABLE  2  -  Inpatient  Major  Diagnostic  Category  (MDC)  by 
Payer,  Using  Discharges 

TABLE  3  -  Patients  by  Age  -  UC  Pool,  Medicaid  &  All  Payers 

TABLE  4  -  Patients  by  Gender  -  UC  Pool,  Medicadd  &  All  Payers 

TABLE  5  -  UC  Pool  Inpatient  Average  Acuity 

TABLE  6  -  UC  Pool  Inpatient  Average  Length  of  Stay. 

TABLE  7  -  UC  Pool  Inpatient  Average  Charge  per  Casemlx 
Adjusted  Discharge  (CMAD) 

TABLE  8  -  Top  10%  of  UC  Pool  -  Patient  Count  and  Charges  by 
Age 

TABLE  9  -  Top  10%  of  UC  Pool  -  Patdznt  Count  and  Charges  by 
Gender 

TABLE  10  -  UC  Pool  -  Charges  and  Discharges  by  Decile 

TABLE  11  -  Top  10%  of  UC  Pool  -  Discharges  by  Major 
Diagnostic  Category  (MDC) 
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Appendix 
Table  8 


Top  10%  of  UC  Pool 

Patient  count  and  charges  by  Age 


Patient 
Count 


%  of  total 
Patients 


Charges 


%  of  total 
charges 


30 
156 
834 
903 
452 


0.3% 

1.3% 

6.5% 

35.0% 

37.9% 

19.0% 


440,890 

1,500,455 

7,913,878 

43,135,710 

45,652,504 

22,369,941 


0.4% 

1.2% 

6.5% 

35.6% 

37.7% 

18.5% 


Table  9 


Top  10%  of  UC  Pool 

Patient  count  and  charges  by  Gender 


Gender 


Patient  %  of  total 

Count         %  of  total         Charges        charges 


Female 
Male 


941 
1,441 


39.5%       46,742,117         38.6% 
60.5%       74,271,261         61.4% 
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Appendix 
Table  1 1 


Top  10%  of  UCP  -  Discharges  BY  MDC 

10/1/93-12/31/95 


Major  Diagnostic  Category 

Patients 

%  of  dischgs 

Tot  chgs 

%  of  chgs 

Circulatory  system 

489 

20.5% 

24,872,293 

20.6% 

Mental  diseases  &  disorders 

323 

13.6% 

18,385,193 

15.2% 

Respiratory  system 

228 

9.6% 

11,487,587 

9.5% 

Digestive  system 

211 

8.9% 

11,446,236 

9.5% 

Musculoskeltal  system  &  connective  tissue 

189 

7.9% 

8,747,832 

7.2% 

Nervous  system 

153 

6.4% 

7,781,411 

6.4% 

Hepatobiliary  system  &  pancreas 

126 

5.3% 

6,842,901 

5.7% 

Infectious  &  parsitic  diseases 

77 

3.2% 

3,225,009 

2.7% 

Kidney  &  urinary  tract 

69 

2.9% 

3,187,244 

2.6% 

HIV  infections 

64 

2.7% 

2,902,330 

2.4% 

Myeloproliferative  diseases 

57 

2.4% 

3,664,367 

3.0% 

Endocrine,  nutritional  &  metabolic 

56 

2.4% 

2,708,948 

2.2% 

Alcohol/drug  use  related  mental  disorders 

56 

2.4% 

2,059,942 

1.7% 

Skin,  subcutaneous  tissue  &  breast 

53 

2.2% 

2,622,385 

2.2% 

Multiple  significant  trauma 

40 

1.7% 

2,435,084 

2.0% 

Injuries,  poisonings  &  toxic  effects  of  drugs 

38 

1.6% 

1,651,396 

1.4% 

Ear,  nose,  mouth  &  throat 

33 

1.4% 

1,550,972 

1.3% 

Factors  influencing  health  status 

29 

1.2% 

984,249 

0.8% 

Female  reproductive  system 

26 

1.1% 

1,011,959 

0.8% 

Blood,  blood  forming  organs,  immunology 

23 

1.0% 

1,258,178 

1.0% 

Pregnancy,  childbirth  &  the  puerperium 

16 

0.7% 

646,376 

0.5% 

Male  reproductive  system 

14 

0.6% 

761 ,978 

0.6% 

Burns 

7 

0.3% 

417,067 

0.3% 

Newborns  &  other  neonates 

3 

0.1% 

291,311 

0.2% 

Eye  diseases  &  disorders 

2 

0.1% 

22,176 

0.0% 

Ungroupable 

0 

0.0% 

48,954 

0.0% 

Total  discharges 

2,382 

100.0% 

121,013,378 

100.0% 

Source:  OHCFP  CaMmbc/John  Hancock  10/1/93-12/31/95 


APPENDIX  H 

Income  Levels  of  Uncompensated 
Care  Recipients 
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APPENDIX  I 

Massachusetts  Acute  Care  Hospitals 

Included  in  Analysis 


Massachusetts  Acute  Care  Hospitals  Included  in  Analysis 


Addison  Gilbert  Hospital 

Anna  Jaques  Hospital 

Athol  Hospital 

Atlanticare  Medical  Center 

Baystate  Medical  Center 

Berkshire  Med.  Center 

Beth  Israel  Hospital 

Beverly  Hospital 

Boston  Medical  Center 

Boston  Regional  Medical  Center 

Brigham  &  Women's  Hospital 

Brockton  Hospital 

Cambridge  Hospital 

Cape  Cod  Hospital 

Carney  Hospital 

Southcoast  -  Charlton  Hospital 

Children's  Medical  Center 

Clinton  Hospital 

Cooley-Dickinson  Hospital 

Dana  Farber  Cancer  Institute 

Deaconess  Hospital 

Deaconess-Glover  Hospital 

Deaconess-Nashoba  Hospital 

Deaconess- Waltham  Hospital 

Emerson  Hospital 

Fairview  Hospital 

Falmouth  Hospital 

Faulkner  Hospital 

Franklin  Medical  Center 

Good  Samaritan  Medical  Center 

Harrington  Memorial  Hospital 

Haverhill  Hospital 

Healthalliance-Burbank  Hospital 

Healthalliance-Leominster  Hospital 

Heywood  Memorial  Hospital 

Hillcrest  Hospital 

Holy  Family  Hospital 

Holyoke  Hospital 

Hubbard  Regional  Hospital 

Jordan  Hospital 


Lahey  Hitchcock  Clinic 

Lawrence  General  Hospital 

Lawrence  Memorial  Hospital 

Lowell  General  Hospital 

Maiden  Hospital 

Marlborough  Hospital 

Martha's  Vineyard  Hospital 

Mary  Lane  Hospital 

Mass.  Eye  &  Ear  Infirmary 

Mass.  General  Hospital 

Memorial  Hospital 

Melrose-Wakefield  Hospital 

Mercy  Hospital 

Columbia  Metrowest  Medical  Center 

Milford-Whitinsville  Regional  Hospital 

Milton  Hospital 

Morton  Hospital 

Mount  Auburn  Hospital 

Nantucket  Cottage  Hospital 

New  England  Baptist  Hospital 

New  England  Medical  Center 

Newton- Wellesley  Hospital 

Noble  Hospital 

North  Adams  Regional 

Norwood  Hospital 

Providence  Hospital 

Quincy  Hospital 

Saints  Memorial  Medical  Center 

Salem  Hospital 

Somerville  Hospital 

South  Shore  Hospital 

St.  Anne's  of  Fall  River  Hospital 

St.  Elizabeth's  Medical  Center 

Southcoast  -  St.  Luke's  Hospital 

St.  Vincent  Hospital 

Sturdy  Memorial  Hospital 

Symmes  Medical  Center 

Southcoast  -  Tobey  Hospital 

University  of  Massachusetts  Medical  Center 

Whidden  Memorial  Hospital 

Winchester  Hospital 

Wing  Memorial  Hospital 


APPENDIX  J 

Massachusetts  Acute  Hospital 

Closures/Conversions 

1990  to  Present 


DRAFT 


Appendix 


Massachusetts  Acute  Hospital  Closures/Conversions:  1990-Present 


Date 

lype. 

Owner 

Cony 

1995 

Acute 

Priv 

1994 

Acute 

Priv 

X 

1993 

Acute 

Relig 

X 

1993 

Acute 

Inv 

X 

1993 

Acute 

City 

X 

1993 

Acute 

City 

X 

1991 

Acute 

City 

X 

1990 

Acute 

Priv 

X 

1990 

Acute 

Inv 

1990 

Acute 

Priv 

1990 

Acute 

Priv 

X 

1990 

Acute 

Priv 

X 

Hospital  Mergers 

Ludlow 

Winthrop  (to  outpatient) 

St  Margaret's  (to  outpatient) 

Hahnemann  to  long  term  care) 

J.B.  Thomas  (to  outpatient/long  term  care) 

Amesbury  (to  outpatient) 

Worcester  City  (to  outpatient/substance  abuse) 

St  Luke's  of  Middleborough  (to  outpatient/chronic) 

Mount  Pleasent 

Mass.  Osteopathic  Hospital  and  Medical  Center 

Hunt  Memorial  (to  outpatient) 

Holden  (to  chronic  care) 


1996 


Beth  Israel  Corp,  Pathway  Health  Network,  and  Mount  Auburn 
Foundation  formed  CareGroup:  Beth  Israel  and  Deaconess  hospitals 
formed  Beth  Israel  Deaconess  Medical  Center. 


1996 


Melrose- Wakefield,  Whidden  Memorial  Hospitals  formed  Unicare  Health 
System. 


1996 
1996 
1996 
1996 


Cambridge  Hospital  Community  Network  /Somerville  Hospital 

Boston  City  Hospital,  Boston  University  Medical  Center  Hospital. 

Berkshire  Health  Systems/Bershire  Medical  Center/Hillcrest  Hospital 

St  Luke's,  Charlton  Memorial,  and  Tobey  health  systems  formed 
Southcoast  Health  Systems. 


1996 
Cape 


Cape  Cod  Health  Systems  and  Falmouth  Hospital  Foundation  formed 
Cod  Healthcare,  Inc. 


1995 
1995 


Beverly/ Addison  Gilbert 

Lahey  Clinic/Hitchcock  Clinic  (Lebanon,  NH)  formed  Lahey  Hitchcock 
Clinic. 


DRAFT 


1993  Cardinal  Cushing  General/  Goddard  Memorial  formed  Samaritan  Medical 

Center. 

1 993  Burbank/Leominster  formed  Health  Alliance. 

1992  St  John's/  St  Joseph's  formed  Saints  Memorial  Medical  Center. 

1992  Framingham  Union/Leonard  Morse  formed  Metro  West  Medical  Center. 

1990  North  Shore  Children's  Hospital  merged  with  Salem  Hospital,  operating 

as  Salem  Hospital. 

1 990  Worcester  Memorial/Worcester  Hahnemann/Holden  formed  Medical 

Center  of  Central  Mass.  (now  known  as  Memorial  Health  Care.) 

Hospital  Acquisitions 

1 996  Saint  Vicent  Health  Care  System  by  OrNda  HealthCorp 

1996  Heritage  Hospital  by  Somerville  Hospital 

1 996  Metro  West  Medical  Center  by  Columbia/HCA 

1 996  Advantage  HEALTH  by  Health  south  Corp. 

1996  Goddard  Hospital  of  Good  Samaritan  Medical  Center  by  Olympus 

Healthcare 

1995  St  Joseph's  Hospital  of  Saints  Memorial  Medical  Center  by  Advantage 

HEALTH  Corp. 

1994  Winthrop  by  Boston  University  Medical  Center  Hospital  and  East  Boston 
Neighborhood  Health  Center. 

1994  Symmes,  now  Medical  Center  at  Symmes  by  Lahey  Clinic 

1994  Hahnemann  by  Vencor,  Inc. 

1993  St  Margarets  by  St.  Elizabeth's  Medical  Center  of  Boston 
1993  J.B.'  Thomas  by  transitional  Hospitals  Corp.,  from  Lahey  Clinic 
1993  Amesbury  by  Anna  Jaques  Hospital 


DRAFT 

1992  J.B.  Thomas  by  Lahey  Clinic 

1990  St  Luke's  of  Middleborough  by  Cardinal  Cushing  General 

1 990  Hunt  by  Beverly  Hospital 

Source:  Massachusetts  Hospital  Association 
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Massachusetts  HMOs  Included  in  Analysis. 


Baystate 

Central  Mass  Health  Care 

Cigna  Health  Plan 

Community  Health  Plan 

Fallon  Community  Health  Plan 

Harvard  Pilgrim  Health  Care 

Health  New  England 

Health  Source  New  Hampshire 

HMO  Blue 

Kaiser  Foundation  Health  Plan 

Mathew  Thornton  Health  Plan 

Metrahealth 

Neighborhood  Health  Plan 

Pilgrim  Health  Care 

Tufts  Associated  Health  Plans 

United  Health  Plan 

U.S.  Healthcare 
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APPENDIX  L 

Estimated  Demand  for 

Hospital  Free  Care 


This  analysis  represents  Administration  and  MHA  estimates  of  current  and  future 
uncompensated  care  pool  demand.  An  explanation  of  calculations  explains  the  agreement  or 
divergence  on  the  parties'  various  modeling  assumptions.  There  are  three  distinct  aspects  of 
the  analysis: 

1.  Pool  Year  1996  uncompensated  care  pool  demand,  which  the  Administration 
estimates  at  $468  million  and  MHA  estimates  at  $481  million.  The  Administration 
estimate  is  based  on  8  months  of  Pool  Year  1996  data  annualized  and  adjusted  for 
inflation.  The  MHA  estimate  is  based  on  a  survey  of  hospitals  that  has  correlated  closely 
with  actual  demand  in  previous  years. 

2.  Estimated  Pool  Year  1998  uncompensated  care  pool  demand,  before  considering  the 
impact  of  Chapter  203.  The  Administration's  estimate  is  $444  million,  and  MHA's 
estimate  is  $532  million.  There  are  three  significant  differences  in  the  parties'  modeling 
assumptions:  (1)  The  Administration  assumed  annual  growth  of  3.4%,  based  on  the  Pool 
Year  1 995  to  PY  1 996  rate  of  increase,  while  MHA  assumed  annual  growth  of  6.2%, 
based  on  the  average  PY92-PY96  rate  of  increase.  (2)  The  Administration  has  taken  a 
one-time  5.2%  downward  adjustment  based  on  updating  cost-to-charge  ratios,  while 
MHA  assumes  that  its  conservative  6.2%  growth  estimate  includes  the  impact  of  changes 
to  the  cost-to-charge  ratio.  (3)  The  Administration  makes  a  $30  million  downward 
adjustment  for  audit  disallowances  based  on  a  preliminary  analysis  of  Coopers  & 
Lybrand  audit  workpapers,  while  MHA  makes  an  $1 1  million  adjustment  based  on  the 
historical  rate  of  disallowances. 

3.  Estimated  Pool  Year  1998  impact  of  Chapter  203  on  uncompensated  care  pool 
demand.  Note  that  the  Administration  and  MHA  impact  estimates  are  not  directly 
comparable,  as  they  are  calculated  using  different  assumptions  about  base  pool  demand. 
The  Administration  estimates  that,  upon  full  implementation,  the  impact  of  Chapter  203 
on  pool  demand  will  be  a  reduction  of  $127  million.  MHA  ,  using  the  Administration's 
logic  reaches  an  estimated  reduction,  annualized  at  full  implementation,  of  $125  million. 
Taking  phase-in  into  account,  the  Administration  estimates  Pool  Year  1998  impact  of 
$87  million.  MHA  estimates  Pool  Year  1998  impact  ranging  from  $33  to  $76  million, 
depending  on  how  quickly  coverage  is  phased  in  (24  months  versus  12  months)  and  what 
proportion  of  coverage  goes  to  those  currently  insured  (25%  versus  10%):  The 
Administraion  disagrees  with  this  adjustment  as  the  calculations  assume  that  only  those 
persons  who  are  newly  insured  will  decrease  pool  demand. 

The  Administration's  estimate  assumes  a  reduction  in  demand  based  on  the  expectation 
that  adults  covered  under  Chapter  203  will  be  particularly  high  utilizers.  MHA  does  not 
agree  with  this  adjustment.  MHA  also  raises  a  concern  that  without  specific  information 
on  program  design  associated  with  budget  neutrality,  the  estimated  impact  may  not  be 
realized.  In  addition,  the  Administraion  believe  that  Pool  demand  will  be  affected  sooner 
by  c.203  programs  because  Pool  utilizers  will  be  enrolled  in  new  c.203  programs  when 
they  seek  care  at  hospitals. 


Administration 

MHA 

$468 

$481 

$500 

$542 

$474 

$542 

($30) 

($11) 

$444 

$531 

Worksheet  1 
Hospital  Uncompensated  Care  Pool  Demand 
Pool  Year  '98  -  Absent  Chapter  203  Implementation 

($  in  millions) 


1 .  Est.  UC  Pool  Demand  in  PY  '96 

2.  Est.  PY  "98  UC  Pool  Demand  with  Inflation 

3.  Cost-charge  ratio  adjustment  (PY95-PY97) 

4.  Audit  Adjustments 

5.  Est.  PY98  Pool  Demand  before  Ch.  203  expansions 


Worksheet  2 
Estimated  Impact  of  Implementation  of  Chapter  203 
On  Hospital  Uncompensated  Care  in  Pool  Year  '98 

($  in  millions) 

See  Attachment  2  for  detailed  calculation 

1.  Reduction  in  Demand  with  full  implementation  Administration        MHA 

of  Chapter  203  Medicaid  Expansions  ($105)  ($125)* 

2.  Additional  Reduction  in  Demand  Due  to  Adult  Coverage  ($22)  N/A 

3.  Total  Reduction  in  Demand  due  to  Ch.  203  ($127)  ($125)  * 

4.  RY98  Impact  assuming  Ambitious  Phase  In  of 

New  Enrollment  ($87)  ($76) 

5.  RY98  Impact  Assuming  Slower  Phase  In  of 

New  Enrollment  N/A  ($33) 

*  Without  specific  information  on  program  design  and  implementation  plans  associated 
with  budget  neutrality,  MHA  is  not  confident  that  the  estimated  impact  will  be  realized. 


Hospital  Uncompensated  Care  Pool  Demand 
Explanation  of  Calculations 

Worksheet  1  -  Pool  Year  1998  Pool  Demand  -  (Absent  Chapter  203  Implementation) 

1.  Estimate  Total  Allowable  Hospital  Uncompensated  Care  Costs  in  Pool  Year  1996:  The 
Administration's  estimate  is  based  on  8  months  of  Pool  Year  1996  data  annualized  and 
adjusted  for  inflation.  MHA  estimate  is  based  on  a  survey  of  hospitals,  which  has 
correlated  closely  with  final  state  estimates  of  uncompensated  care  costs  in  previous 
years. 

2.  Estimate  Total  Allowable  Hospital  Uncompensated  Care  Costs  In  Pool  Year  1998:    The 
Administration's  estimate  assumes  pool  demand  will  grow  at  the  Pool  Year  1995  -  Pool 
Year  1996  rate  of  increase  (3.4%).  The  3.4%  rate  of  growth  assumes  the  rate  of  growth 
in  hospital  costs  will  remain  the  same  as  last  year.  The  MHA  estimate  assumes  pool 
demand  will  grow  6.2%  per  year  or  at  between  75%  and  85%  of  the  average  of  the 
PY92-PY96  rate  of  increase  (depending  on  the  data  source  used). 

3.  Cost  to  Charge  Ratio  Adjustment:  Hospital  charges  have  been  increasing  faster  than 
hospital  costs  so  the  ratio  of  costs  to  charges  has  decreased  each  year.  The  UC  Pool  pays 
allowable  costs,  calculated  using  a  cost  to  charge  ratio  based  on  data  from  a  previous 
year.  When  the  cost  to  charge  ratio  is  updated  using  more  recent  data,  the  allowable 
costs  figure  is  updated  as  well.  The  Administration  has  taken  a  one-time  5.2% 
adjustment  based  on  the  average  adjustment  in  PY  94  and  95.  MHA's  historical  growth 
estimate  includes  the  impact  of  changes  in  cost-to-charge  ratios.  MHA  hospital  survey 
data  shows  a  slight  increase  in  the  ratio  for  1996,  then  a  slight  decrease  again  in  1997. 
Based  on  this  survey  data,  MHA  believes  that  the  adjustment  made  by  DHCFP  is  too 
large. 

4.  Eliminate  Payment  For  Audit  Disallowances:  Based  on  DHCFP  estimates,  the 
Administration  believes  that  approximately  $30  million  in  UC  pool  costs  should  be 
disallowed  for  reasons  such  as  failure  to  verify  eligibility  or  failure  to  comply  with 
collection  procedures.  The  $30  million  is  based  on  the  assumption  that  60%  of  problem 
free  care  claims  identified  by  Coopers  and  Lybrand  would  be  disallowed  and  80%  of 
problem  emergency  bad  debt  claims.  The  administration  believes  that  the  disallowances 
will  be  greater  than  the  historical  rate  of  disallowance  with  more  uniformly  applied 
standards.  MHA  believes  that  historically,  audit  adjustments  to  uncompensated  care 
costs  have  been  in  the  range  of  1-3%,  far  less  than  the  adjustment  estimated  by  the 
DHCFP. 

5.  Estimate  of  Pool  Year  Demand  Before  Chapter  203  Expansions:    Line  3  plus  line  4. 


v  Worksheet  2  -  Impact  of  Chapter  203 

1.  Reduction  in  Demand  Due  to  Chapter  203  Expansions:  This  line  represents  UC  Pool 
costs  that  will  be  eliminated  as  a  percentage  of  the  low  income  uninsured  population 
gains  health  coverage.  For  example,  if  80%  of  the  low  income  uninsured  population 
gains  coverage,  then  80%  of  Pool  costs  attributable  to  the  low-income  uninsured  are 
anticipated  to  be  eliminated.  The  analysis  is  similar  to  the  analysis  presented  to  the 
commission  on  10/31/96.  Some  modifications  have  been  made  to  reflect  more  recent 

i  DHCFP  data.  The  calculation  of  the  estimate  is  illustrated  in  Attachment  2. 

The  analysis  first  identifies  the  percentage  UC  Pool  costs  attributable  to  various  sub- 
populations  (e.g.  children  below  200%  FPL,  adults  above  200%  FPL,  etc.).  The  analysis 
then  expresses  the  percent  of  UC  Pool  costs  that  should  be  eliminated  for  each  sub- 
population  based  on  the  percentage  of  the  sub-population  that  will  be  newly  covered. 
Because  eligibility  for  program  expansions  authorized  by  Chapter  203  is  not  yet 
determined,  pending  the  submission  of  a  budget  neutrality  plan,  both  the  Administration 
and  MHA  used  the  following  assumptions:  expansion  of  the  Medicaid  program  up  to 
133%FPL  for  all  children,  coverage  of  Medicaid-eligible  adults  and  long-term 
unemployed  adults  with  incomes  up  to  133%  FPL,  expansion  of  Medicaid  up  to  200% 
FPL  for  children  between  the  ages  of  0  and  12,  expansion  of  the  Children's  Medical 
Security  Plan  for  all  children. 

These  estimates  reflect  the  theoretical,  projected  impact  once  these  programs  are  fully 
J  implemented.  However,  without  specific  information  on  program  design  and 

implementation  plans  associated  with  budget  neutrality,  MHA  is  not  confident  that  the 
estimated  impact  will  be  realized.  Nor  is  MHA  confident  that  there  will  be  no  further 
increase  in  the  number  of  uninsured  or  underinsured,  as  there  was  between  1990  and 
1995,  despite  an  increase  in  Medicaid  enrollment  greater  than  that  anticipated  for 
Chapter  203,  and  despite  beneficial  small  group  reform  in  1992.  / 

2.  Additional  Reduction  in  Demand  Due  to  Adult  Coverage:  Preliminary  data  from 
DHCFP  indicates  that  a  small  number  of  adults  are  primarily  responsible  for  a  high 
percentage  of  UC  Pool  costs.  (John  Hancock  analysis  shows  that  20%  of  Pool  users  use 
59%  of  the  pool  costs.)  It  is  likely  that  these  users  are  very  low  income  and  will  gain 
coverage  through  the  NSBP.  This  adjustment  assumes  that  adults  below  133%  of  the 
FPL  incur  75%  of  UC  Pool  costs,  compared  to  the  60%  one  would  assume  if  all  persons 
below  200%  of  FPL  used  services  at  the  same  rate.  MHA  does  not  agree  with  this 
adjustment  because  the  DHCFP  data  shows  that  50%  of  pool  patients  account  for  84%  of 
pool  costs,  a  fairly  broad  distribution  of  pool  costs  among  patients,  contrary  to  the  DMA 
assertion  that  a  small  number  of  adults  are  predominant  users  of  pool  resources.  Pending 
completion  of  Department  of  Revenue  file  matches,  no  data  currently  indicates  that  high 
utilizing  adults  are  not  equally  distributed  along  the  continuum  of  patients  up  to  200%  of 
the  federal  poverty  line. 

3.  Total  Reduction  in  Demand  Due  to  Chapter  203:  Total  of  lines  6  &  7. 


Lines  4  and  5  adjust  the  Chapter  203  reduction  to  pool  demand  to  account  for  transition 
or  implementation  phase-in.    "Ambitious  Transition"  assumes  that  each  month  an  equal 
percentage  of  the  full  complement  of  Medicaid  expansion  enrollees  will  be  covered,  until 
100%  of  the  complement  would  be  enrolled  and  covered  in  the  12th  month.  Similarly 
the  "Slower  Transition  Estimate"  assumes  that  enrollment  would  be  accomplished  in 
equal  increments  over  24  months. 

MHA's  estimate  further  differs  from  the  administration's  in  that  it  assumes  that  the 
reduction  in  pool  demand  from  Ch.  203  will  be  weakened  by  10  to  25%  due  to 
"leakage",  i.e.  factors  such  as  a  portion  of  the  new  enrollees  dropping  insurance  to  take 
advantage  of  the  free  Medicaid  coverage  and  taking  a  budgeted  eligibility  slot  from  an 
eligible  person  without  insurance.  Though  administration  staff  recognize  that  some 
insured  individuals  will  present  for  the  new  programs,  they  believe  that  this  will  further 
reduce  demand  on  the  pool  as  a  portion  of  today's  pool  costs  are  incurred  by  persons 
who  have  insurance.  Providing  this  population  with  comprehensive  coverage  through 
the  Medicaid  program  will  only  decrease  the  demand  from  this  population. 

MHA  again  expresses  a  concern  about  the  absence  of  budget  neutrality  analysis.  No 
doubt  both  insured  and  uninsured  individuals  will  apply  for  the  new  programs. 
Depending  on  how  tight  the  budget  for  expanded  Medicaid  "slots",  some  portion  of 
limited  funding  will  be  diverted  from  converting  uninsured  individuals  to  converting  the 
insured. 


Additional  Variables 

The  following  variables  affect  UC  Pool  costs,  but  are  not  incorporated  into  the  analysis. 

•  Improved  Management  and  Collections:  Implementation  of  a  claims-based  billing 
system,  clarified  eligibility  standards,  and  matching  patient  income  data  with  Department 
of  Revenue  data  could  reduce  duplicative  and  inappropriate  Pool  claims. 

•  Non-group  Insurance  Reform:  Improved  accessibility  of  non-group  insurance  could 
reduce  pool  demand  among  middle  and  high  income  Pool  users. 

•  Improved  Coverage  For  Low-Income  Insured  Individuals:  Eligibility  for  free, 
comprehensive  through  Ch.  203  expansions  could  eliminate  some  co-payments  and 
deductibles  currently  written  off  to  the  Pool. 

•  Erosion  of  Employer-Sponsored  Coverage:  A  continued  decline  in  the  frequency  of 
employers  offering  insurance  or  an  increase  in  unemployment  rates  could  precipitate 
increased  Pool  Demand.  In  addition  a  continuation  of  the  trend  of  increasing  employee 
cost  sharing  of  premiums,  co-payments,  and  deductibles  may  increase  pool  demand 
among  low  income  employees. 

•  Immigration  and  Welfare  Reform:  To  the  Extent  that  currently  covered  individuals  lose 
eligibility,  Pool  demand  for  non-emergency  services  could  increase. 
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APPENDIX  M 

UCOMPENSATED  CARE  POOL  AUDIT  RESULTS 

Coopers  and  Lybrand  have  Audited  the  UC  Pool  for  the  last  two  years,  Fiscal  Year  1993 
and  Fiscal  Year  1994.  In  October  of  1996,  the  Division  reviewed  the  workpapers 
generated  from  the  FY  1 993  audit.  The  review  revealed  areas  of  concerns  in  regard  to  the 
validity  of  write-offs  to  the  pool,  both  in  the  free  care  and  emergency  bad  debt  categories. 
As  the  following  tables  demonstrate,  several  exceptions  to  the  current  regulations 
regarding  pool  write-offs  were  noted.  However,  very  few  hospitals  had  these  exceptions 
carried  through  as  audit  adjustments,  which  would  reduce  the  hospital's  filed  write-offs. 


Charges 

Percent 

Accounts 

Percent 

Free  Care 

Written-Off 

of  Total 

Written-Off 

of  Total 

Allowed  Accounts 

$5,009,774 

91.9% 

481 

91.1% 

Problem  Accounts 

No  free  care  application 

$207,706 

3.8%    ' 

14 

2.6% 

Incomplete  income  verification 

178,994 

3.3% 

9 

1.7% 

Full  FC,  should  have  been  partial 

37,703 

0.7% 

2 

0.4% 

Medicare  co-pays  &  deductibles 

14,529 

0.25% 

21 

4.0% 

Patient  had  insurance 

2,266 

0.05% 

1 

0.2% 

Total  Problem  Accounts 

$440,568 

8.1% 

47 

8.9% 

Total  Accounts  Reviewed 

$5,450,568 

528 

The  two  major  concerns  in  the  Free  Care  area  were  the  categories  of  no  free  care 
application  and  incomplete  income  verification.  This  would  indicate  a  hospital's  inability 
to  or  inadequate  procedures  to  process  applications  of  potential  write-offs  for  the  pool. 


Charges 

Percent 

Accounts 

Percent 

Emergency  Bad  Debt 

Written-Off 

of  Total 

Written-Off 

of  Total 

Allowed  Accounts 

$1,902,660 

81.9% 

439 

79.8% 

Problem  Accounts 

Conflicts  with  C  &  C  policy 

$265,638 

11.4% 

18 

3.4% 

Had  other  insurance 

86,382 

3.7% 

14 

2.6% 

Non-emergency 

42,330 

1.8% 

62 

11.3% 

Had  auto  insurance 

24,945 

1.1% 

9 

1.6% 

Records  unavailable 

1,254 

0.05% 

5 

0.09% 

Medicare  co-pays  &  deductibles 

414 

0.02% 

3 

0.06% 

Total  Problem  Accounts 

$420,963 

18.1% 

111 

20.2% 

Total  Accounts  Reviewed 

$2^23,623 

550 

The  two  major  concerns  in  the  Emergency  Bad  Debt  area  were  the  categories  of  non- 
compliance with  the  hospital 's  own  credit  and  collection  policy  and  the  non-emergency 
services  classified  as  emergencies.  This  would  indicate  that  hospitals  are  comfortable  in 
quickly  writing  off  potential  unreimbursable  claims  from  emergency  services  to  the  pool, 
without  adhering  to  the  proper  procedures  for  pool  write-offs. 
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Five  Year  Analysis  of  the  Proposed  Commission  Recommendation  (1) 
Part  1:  Budget  Neutrality  FY98  FY99 


A.  Uses  of  Funding 

Medicaid  Expansion  to  133%  (3) 

CMSP 

Voucher 

Tax  Credit 

Pharmacy  Assistance  Program 

Administration  (4) 

IGT 

CH  &  MSP  (5) 

Residual  Pool 

Subtotal 

B.  Sources  of  Funding 

Existing  State  Funding 
New  Federal  Revenue 
Cigarette  Tax  Revenue 
Pool  Funding 
Subtotal 

C.  Surplus/(Shortfall) 

Part  2:  Pool  Impact  for  Hospitals 


$105 

$18 

$0 

$0 

$30 

$5 

$70 

$73 

$330 

$632 


$119 
$167 
$102 
$330 
$718 

$86 


$193 

$25 

$35 

$21 

$30 

$7 

$70 

$76 

$330 

$787 


$125 
$235 
$99 
$330 
$788 


$1 


FY00 


$200 

$26 

$72 

$42 

$30 

$8 

$70 

$79 

$253 

$781 


$130 
$225 
$96 
$330 
$781 

$0 


FY01 


$208 

$28 

$75 

$42 

$30 

$8 

$70 

$82 

$242 

$785 


$135 
$227 
$93 
$330 
$785 

$0 


FY02 


$217 

$29 

$78 

$42 

$30 

$8 

$70 

$86 

$231 

$790 


$141 
$228 
$91 
$330 
$790 

$0 


A.  Pool  Funding  (6) 

$330 

$330 

$330 

$330 

$330 

Reallocation  of  Pool  Funds 

$0 

$0 

-$77 

-$88 

-$99 

Improved  Management  &  Collection 

$10 

$20 

$20 

$20 

$20 

IGT 

$70 

$70 

$70 

$70 

$70 

Subtotal 

$410 

$420 

$343 

$332 

$321 

B.  Pool  Demand 

$444 

$462 

$480 

$499 

$519 

Reduction  in  Demand:  MA  expansions 

-$71 

-$122 

-$127 

-$132 

-$138 

Reduction  in  Demand:  ERP 

$0 

-$32 

-$66 

-$69 

-$71 

Subtotal 

$373 

$308 

$287 

$299 

$310 

C.  Surplus/(Shortfall) 


$37 


$112 


$56 


$33 


$11 


Cigarette  Tax  Revenue  Balance  By  Year  End 
Part  3:  Analysis  of  Hospital's  Net  Position 


$157 


$157 


$157 


$157 


$157 


Assessment 
(ShortfaliySurplus 
Net  Position 


Current  FY98  FY99  FY00 

$  (315)    $        (215)    $        (215)    $        (215)    $ 

$  (154)    $-$-$-$ 


FY01  FY02 

(215)   $       (215) 
$ 


$ 


(469)    $        (215)    $        (215)    $        (215)    $        (215)    $        (215) 


(1) 


(2) 

(3) 
(4) 
(5) 
(6) 


Assumes  4%  inflation  per  year  for  all  programs  except  the  tax  credit.  State 
appropriations  are  assumed  to  increase  4%  per  year  from  FY98.  FY98  is  based  on  preliminary 
estimates.  No  caseload  increases  are  assumed  as  these  estimates  are  based  on  merged  93/94 
CPS  data  and  the  95  CPS  data  indicates  that  the  low  income  population  declined  slightly. 

Assumes  delayed  implementation  of  IRP  and  gradual  conversion  of  current  CMSP 

recipients  to  Medicaid. 

Estimates  are  provided  on  an  accrual  basis. 

Net  state  cost 

Assumes  a  $27.6  M  FY98  CommonHealth  appropriation 

Assumes  a  $30M  total  state  contribution 


